





E sharp rally in stocks has plainly been in considerable 

part due to covering of belated shorts. Many of the 

shorts, of course, covered at various points during the 
preceding liquidation, or earlier in the rally, but there are 
always a good many “‘left-overs” after the main swing of 
either a bull or a bear market, who have allowed themselves 
to become too much impressed by immediate and obvious 
conditions as compared with approaching new factors or with 
fundamental influences which everybody has temporarily for- 
gotten. 

These belated individuals are apt to be rather severely 
punished, if they have sold too low. The recent movement 
of prices, therefore, is entirely typical and is quite familiar to 
a majority of market observers. They have expected it, their 
chief difficulty having been to decide when and from what 
price level it would start and how far it would go. 

A similar movement has occurred in bonds, but based on 
different causes—extensive short selling of bonds being im- 
practicable because of the difficulty of borrowing them for 
delivery. The sharp rise in bond prices has been a rebound 
from undue depression at the year-end, which resulted from 
selling to reduce income taxes and to get money to put the 


year’s balance sheets in proper condition. 
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HE ease in money rates—call money 
having loaned in small amounts as low 
as 4%—is in large part seasonal, as the 
winter demand for credit is naturally much 
smaller than that of the autumn months. But the general 
trend towards lower rates is plainly discernible, as a result of 
liquidation of inventories and lower wholesale prices. 
It must be remembered, however, that just as the Federal 
Reserve system tempered the rise of money rates, it will 
cushion their fall. It was the rediscounting of war paper 
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THE OUTLOOK 


Money and Credit Factors Encouraging—Business Activity Low — The Market Prospect 
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and commercial notes at the banks which prevented money 
rates from going any higher. But these big rediscounts— 
intended primarily as an emergency resource—must now be 
contracted, and a part of the expansion of credit will thus 
automatically disappear. And it will be the duty of the 
Federal Board to maintain rediscount rates at a point which 
will insure the reduction of rediscounts to a normal volume. 

Just what the Board will consider to be a normal volume 
remains to be seen. ‘The ratio of reserves to deposits and 
currency notes has now risen to 48.1%. Discounts on Gov- 
ernment war obligations are down to $1 ,024,000,000, and 
if these can be eliminated it would seem that no special effort 
need be made to reduce commercial rediscounts, as they will 
naturally decline somewhat anyway. 

A logital move would be to reduce the rate on commercial 
paper some time this spring, while maintaining the present 
rates on Government paper; but this might be thought to be 
unduly discriminatory against the Treasury Certificates, which 
will evidently be with us for some time in the future, un- 


welcome though they are. 
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"THE revival of the War Finance Cor- 

poration may turn out to be important 

CORPORATION ° unimportant, according to how far its 

operations are extended and how they are 

handled. It contains possibilities of dangerous inflation, but 

this will probably be avoided through the influence of the 
Federal Reserve Board. 

As matters stand now, the Corporation has available about 
$375,000,000 in the form of a bookkeeping credit in the 
U. S. Treasury, against which bankers and exporters who 
advance money for the purpose of facilitating exports may 
draw on proper security. But to enable the Corporation to 
supply this volume of credit, the U. S. Treasury would soon 
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have to increase its-issues of Treasury Certificates, and since 
these Treasury Certificates are available for rediscount at the 
Federal Banks, an increase in currency notes outstanding, and 
a consequent decrease in the Federal Banks’ ratio of reserves 
to such notes, would be likely to result. This might, it is 
true, be avoided for a time if the demands for domestic credits 
fell off—as they are now doing—but domestic business would 
probably soon “take up the slack,” so that this currency ex- 
pansion would be only temporarily avoided. 

Moreover, the commercial bills based on export credits 
extended by the Corporation would be rediscountable at the 
Federal Banks at the discretion of the Federal Board. This 
would result in currency expansion if permitted; but it is 
probable that the Board would be very cautious in granting 
the rediscount privilege on bills of this kind. 

The Corporation also has the power’ to sell its own bonds 
an the open market for the purpose of getting money with 
which to grant these credits to aid exports: These bonds, 
though not specifically accepted as direct obligations of the 
U:_S. Government; would amount to the same thing, as it 
would be practically inconceivable that the Government 
should permit the buyers of such bonds to lose their invest- 
ment. The bonds would increase the amount of Government 
obligations outstanding, and would necessarily have one of 
two effects: 

1. Diverting investment capital from domestic uses into 
foreign trade; or, 

2. Greatly enlarging, through various indirect channels, 
the amount of bank credit outstanding—in other words, 
arresting the deflation which has been achieved with so much 
difficulty and again establishing a trend toward inflation. 

It is unlikely that the present Secretary of the Treasury 
‘will issue War Finance Corporation bonds unless expressly 
directed to do so by Congress. What the attitude of the 
incoming administration will be carmot yet be predicted. 

If an increased arhount of domestic bank credits should 
become available through the means above mentioned, there 
is no doubt as to what the farmers would want the banks to 
do with those credits. They would want them to be applied 
to financing crop collateral—in other words, to aid in hold- 
ing crops for better prices. The avowed purpose of reviving 
‘tthe Corporation is to aid the farmers by helping exports of 
farm products. But any such aid would be slight and tem- 
porary if it had the indirect effect of raising the prices of farm 
products in the U. S. Raising prices will not sell more goods 
‘to foreign countries. The permanent effect would be exactly 
the opposite. : 

If the War Finance Corporation’s aid is strictly confined 
to promoting exports, and is not permitted to create inflated 
credits for the purpose of supporting prices to the farmer or 
for other purposes, it may be of some service and no valid 
sobjection can be raised against it. There are reasons for be- 
ieving that the real intention of Congress in passing the law 
over the President’s veto was to make a play for the agri- 
cultural vote, leaving to the Federal Board and the Treasury 
the unpopular task of guarding against inflation. It is to be 
hoped that this task will be faithfully performed. 

The War Finance Corporation reports that there has been 
no immediate demand for aid in financing exports. This is 
due to the comparative dullness of both foreign and domestic 
trade, which has relieved the credit strain. Loans by the 
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Corporation must be at | % above the 90-day rediscount rate 


_ of the Federal Banks, so at times when the open market rate 


is below the rediscount rate there would naturally be very 
little demand for credit at the higher rate charged by the 
Corporation. 

We expect very little immediate effect from the new law. 
But a possible avenue of credit inflation has been created, 
so that the. difficulty of credit control under conditions of 
active demand have been increased by just that much. 

That the supply of credit to the farmers has been and js 
liberal is plainly shown by the Federal Board’s statement that 
agricultural loans of 11 of the Banks on paper of more than 
90 days’ maturity. were $1,980,000,000 in 1920, against 
$729,000,000 in 1919. 


5% & & 
HERE are some efforts to restore the 
volume of consumptive demand by 
““sunshine’” methods, the public being ad- 
~ vised to “buy now,” “resume normal pur- 
chases courageously,” ete., but their effectiveness may be 
doubted: The average man wants some better basis for his 
purchases than a pumped-up optimism. 
A better demand in_some lines is likely to be balanced by 
a falling off in others, and a generally light business is to be 
expected for the remainder of the winter and probably the 
early spring. The crop of year-end failures was smaller 
than many had feared, although naturally a good deal larger 
than last year. A more elastic bank system and a backlog 
of accumulated reserves in many enterprises, as a result of 
war prosperity, have enabled most business men to weather 
the big fall in commodity prices without shipwreck. The 
situation now is encouraging and in lines where prices have 
fallen sharply a policy of preparation for better summer and 


fall business is warranted. 
* * * 


O far as good bonds and high grade 


TREND .OF 
BUSINESS 


THE 

preferred stocks are concerned, the 
MARKET Ms 
PROSPECT situation seems hardly open to argument. 


Both the money market and commodity 
prices—the two leading factors in prices of securities of this 
grade—are favorable to higher prices. The only question 
seems to be as to the rapidity and extent of the advance. Re- 
actions should not be severe enough to be disturbing. 

Industrial stocks, having had such a big decline in 1920, 
are properly entitled to do better in 1921, but without re- 
turning to the inflated prices of 1919. There will be the 
usual irregularities and reactions, depending largely on the 
technical condition of the market at different times, but the 
broad trend should now be upward. It is likely that the 
movement may be slow in getting under way. 

The position of the rails is less encouraging. The Inter- 
state Commerce Commission’s guess as to the rates that would 
give the roads an average return of 6% on their invested 
capital has so far been wide of the mark, yet any further 
increase in rates would be likely to check the movement of 


trafic. Some effect in that direction has already been noted, 
although most of the falling off is chargeable to the general 
dullness of business. On the other hand, most investors have 
faith that the present conditions are temporary, and that a 
solution will be found in due time. The outcome is a dull 
and discouraging railroad market. 


Tuesday, January 18, 1921. 
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World Money Rates to Remain High 


Prominent British Banker Foresees Prolonged Period of Capital Stringency—Little Hope for 
American Shipbuilding—The Outlook for British Industry 


- SIR EDWARD MACKAY EDGAR (Senior Partner, Sperling & Co.) 


Interviewed by Max Goldstein, Traveling European Representative The Magazine of Wall Street (writing from London) 


ol how present high level of yields on 
securities of high grade will in all 
probability not be substantially re- 
duced for another generation,” said Sir 
Edward Mackay Edgar to your corre- 
spondent. “There is a world-wide scarcity 
of capital, which cannot be made up as 
quickly as in previous times, and there is 
a huge potential demand for capital 
which is being compelled to wait until the 
investment market improves, but will then 
come on in a torrent of new issues. 
“Because of the free market which Lon- 
don provides for securities of all nations, 
we are receiving inquiries from all sorts 
of Governments, foreign and colonial; for 
prospects for new loans, some of them 
of staggering dimensions. No less in- 
demand from ‘industrial 
sources for new capital. 
“Some of. this is for expansion, but I 


nobody is buying. This is one of the ‘no- 
buy’ times,” he added with a smile. 

“The reason why I say American costs 
are bound to remain too high is that you 
are hampered by heavy transportation 
costs, on account of the large distances 
from one raw-materials center to another 
and to the sea-coast in your country. 
With us distances are much smaller, and 
what transportation of materials has to 
be done can be done by’ water. Then 
again, your labor scale is too high com- 
paratively. 

“At the present time we, too, are suffer- 
ing from a shipbuilding slump, partly be- 
cause of a slump in demand and partly 
because it is possible to buy ex-German 
shipping at less than £20 a ton (about 
$70 at present rates of exchange), while 
new ships cannot be built for less than £26 
a ton. As a result, quotations for ton- 


below the cost of production by temporary 
market conditions. He instances especial- 
ly cotton and rubber, selling at less than a 
shilling a pound when it costs in most 
cases over ls. 4d. to produce. In the case 
of such commodities, Sir Edward de- 
clares, it would be by no means unlikely 
that the next wave of buying would pro- 
voke a considerable increase in prices. 
Excess Profits Duty a Liability 
As to the future of British industry, 
Sir Edward is most optimistic. It is his 
opinion that the burden of British tax- 
ation, particularly the excess profits duty, 
will be materially lightened. Apart from 
the defects inherent in the E.P:D. (Ex- 
cess Profits Duty), he says industry in 
general is bearing too heavy a burden, 
has to turn too large a share of its gross 
income into the Government by way of 
taxes to make it worth while carrying on 
in many cases. Incidentally, 





may say generally that as a 

result of war and post-war — 
conditions, the plants of. this 

country are considerably. under- 
maintained, and as soon as in- | A 
vestment conditions get better, | 
there will be a tremendous de- 
mand for new money to im- | 
prove the plants. Under the 
strain of a competition as fierce | 
as that which we expect for 
years .to come, the saving in || 
operating costs caused by plant 
improvements will be enough | 
to make it worth while to 
get new capital for. the pur- 
pose, even if 9 or 10% has 
to be paid- on good securities 





S:senior partner of Sperling & Co.; Sir Edward is 
interested in industries as various as shipbuilding, | 
cotton, oil, and electric traction. He has closecon- | 
nections with American business, being a director of the | 
Alabama Traction, Light and Power C@., and of the Mis- 
sissippi Power Co. Sir Edward is 
his father having been one of the ‘pioneers of Canadian 
business associated with Robert Mackay, Fifteen years 
ago Sit Edward came to England, and since that time has 
made an imposing name for himself in British finance. 
Recently Sperling & Co. engineered the great combina- | 
tion of shipbuilding interests, which comprises the old | 
established firms of Workman, Clark & Co., Fairfield’s, 
the Northumberland © Shipbuilding ‘Co.. Dorford’s, and 


a Canadian, 


the E.P.D. is turning out to 
be more of a liability than an 
asset to the Exchequer, as 
under the terms of the act, 
firms making less than pre-war 
profits are entitled to ask for 
refunds. 

Asked what ’he would pro- 


pose to substitute for the 
E.P.D., Sir Edward  ex- 
claimed, “I would substitute 


nothing for the E.P.D. To 
make up for the decrease in 
revenue caused by its aboli- 
tion, together with that of the 
Cofporation’ tax, I would say 
the Goverriment ought to econ- 


yes sigh the Lanarkshire Steel Co., among others. Sir Edward is cg He Spitedan ‘een ‘ae 
Waiting for Easier Money also chairman of Crosses & Winkworths, Lid., one of the shie échemes ‘of social teliem 


“Of course, it is of little use 
trying to float any great volume 
of new issues at the present 
time, when underwriters are 





largest: cotton mill amalgamations in England. The bank- | 
er’s remarks on American shipbuilding are therefore of | 








if they are not absolutely in- 
dispensable. The Government 
should learn to say, like the 
individual, ‘This thing is very 
good, and I should like very 








regularly being left with 80 or 
90% of their flotations on their 
hands, and find their issues quoted a few 
days after subscriptions close at 5 to 10% 
discount. In view of the great require- 
ments for new capital which are just wait- 
ing for easier money, I do not think that 
any serious fall in investment yields can 
be expected in London, for a generation 
perhaps, and because of the interconnec- 
tion of the world’s finances, throughout 
the whole world.” 

Sir Edward expressed himself quite pes- 
simistically as to the future of American 
shipbuilding. “Your costs are too high,” 
he snapped with a curiously un-English 
quickness, “and bound to remain too high. 
Ships cannot be produced on the same 
principle as steel or furniture. A 10,000- 
ton freighter, which is about the back- 
bone of the shipbuilding industry, takes 
9 to 10 months to turn out, and it has 
no steady demand. The buying of ships 
comes in great waves—there are times 
when everybody is buying, and times when 
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nage are merely nominal—it is true you 
can buy an 8,000-ton ship, say at 18 or 19 
pounds a ton, but if you want five or ten 


_ of them you have to figure on an entirely 


different basis.” 


Retail Prices Must Fall 


Sir Edward believes that we are at a 
peculiar position in regard to the future 
of commodity prices. ~The fall in whole- 
sale and raw materials costs has not been 
reflected at all commensurately in retail 
prices, the difficulty being that the retailers 
are trying to maintain the prices on which 
they reckoned when they bought their sup- 
plies. ‘He thinks, however, that this situ- 
ation cannot last, and that the retailers 
will be compelled by financial stringency 
and the abstention of the public from 
buying at the higher prices, to reduce their 
levels. At the same time, says Sir Ed- 
ward, many raw materials, some of them 
of prime importance, have been cut well 


much to have it, but for the 
present I cannot afford it.’ The heavy tax 
demands of the Government have been 
perhaps the most important factor in 
creating the present situation of capital 
stringency. 


British Industry Has Seen the Worst 

“With the lightening of the load of tax- 
ation, the deflation of prices, signs of a 
better understanding between capital and 
labor, and indications that the Govern- 
ment is at last beginning to give heed to 
the calls for economy which are coming 
from all responsible quarters, I believe 
British industry has seen the worst. I 
don’t say that things will improve im- 
mediately, mind you; in fact, I expect the 
present winter will be a time of great 
hardship all around. But I think the 
bottom has been touched, and the fotinda- 


tions laid for a more stable period of ) 


economic prosperity.” 
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“Wall Street Is the Business Man’s Barometer” 


Julius Bloomfield Gives Timely Advice to Merchants—Up-to-Date Dealer Must Look Ahead— 
Changed Relations Between Retailers and Jobbers 


R. JULIUS BLOOMFIELD ranks as 

one of the biggest millinery jobbers 

in the country. He is a student of 
business, and so I sought him out and 
cornered him in his office at J. Bloomfield 
Co.’s in order to make inquiry concerning 
his views and conclusions on the present 
status of business. I wanted the view- 
point of a merchant. 

“So far in this new year,” said Mr. 
Bloomfield, “things look good. Prices in 
the primary markets are reaching, if they 
have not already done so, a point of sta- 
bility on which business can be done with 
something of the old-time assurance. Of 
course, buying rests not only upon the 
ability, but also upon the inclination of the 
public. The average person has been cut- 
ting down expenses. This was done not 
so much because of necessity, but in order 
to register a revolt against profiteering, of 
which the retailer, particularly, has been 
guilty. To overcome this attitude, the 
retailer must turn about and be fair. 

“A readjustment is necessary, with par- 
ticular reference to cost of food and 
shelter. Wearing apparel, millinery and 
the like, have been reduced in price, while 
other things have nct followed suit. 


Public Grown Economical 

“Unquestionably the public in the past 
year or so has grown economical. This 
applies to expensive articles especially. 
The practice of economy has disclosed to 
many that they can get along without 
articles of luxury, and that the essentials 
for health and comfort are not as numer- 
ous as they thought they were. 

“As long, however, as women are pos- 
sessed of a desire to be attractive, milli- 
nery will be bought: and sold.” 

“Tell us more about the retailer,” I in- 
terrupted. 

“The retailer has been getting his -profit 
both ways,” answered Mr. Bloomfield. 
“He has discovered the trick of not buy- 
ing his goods from the wholesaler, jobber 
or manufacturer until such goods are 
practically sold—that is to say, in such 
small quantities that the jobber was 
forced to sustain a loss while the retailer 
enjoyed the profit. The jobber had to 
maintain his stock—the retailer did not 
have to do so. 

“For instance, the wholesaler sells an 
article to the retailer at $6 a dozen. 
After the carnival of high prices, the 
wholesaler was obliged to cut this price 
to the retailer to half, or $3 a dozen. Did 
the retailer cut his price to the consumer 
to half? He did not. Probably he did 
not cut it at all, and if he did it was only 
minutely. Consequently the retailer lost 
customers. The wholesaler had to pocket 
his losses, while the retailer continued to 
profiteer. That is, he continued to profi- 
teer until the consumer had got his eyes 

»” 

“How are the retailers buying now?” 

“Up until a week or so ago, they were 
buying from hand to mouth, which is not 
a bad sign. Stocks are low, but in the 


Interviewed by WILLIAM McMAHON 


spring the merchants will have to replen- 
ish their stock with fresh and attractive 
merchandise. This year stocks have been 
lower than they ever were before. And 
it is a strange psychologic kink in man- 
kind that when stocks are scare people 
are burning with a desire to stock up. 
During the past week or so there is more 
and better buying. 


Philadelphia Store Stocked Up 

“I just returned from a sort of an in- 
vestigation trip, and found that in one of 
the largest department stores of Philadel- 
phia they had, in October of 1919, $80,000 
worth of white goods on hand for their 
January sale. This last year they went 
to the market only the week before 
Christmas to buy goods for the January 
sale. They were fearful of the market 
and ordered only what they wanted for 
immediate delivery. In another depart- 
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ment store of Pittsburgh 1 found that 
whereas formerly they maintained ten 
different sub-departments in their Order 
Department, they now have not a single 
order on file for a week’s delivery. 

“It strikes me that the proper basis for 
prices at all times is replacement costs, 
for the reason that there is no assurance 
that a dealer can control prices on any 
other basis. But now the retailer cannot 
afford to stand in the way of the proces- 


sion. The manufacturer and jobber have . 


had to come down and take their losses, 
and the retailer must do likewise: He will 
find that by so doing he will be the gainer 
ultimately. The proper policy for the re- 
tailer at all times is to turn his stock as 


fast as he can and place it at lower prices. 

“There can be no restoration of confi- 
dence until retail prices have came down. 
People must have confidence again in 
prices. Price fluctuations have been so 
wild that the public has become distrust- 
ful. Buyers have been standing aside and 
waiting. 

“Here is another thing. Last year the 
weather was unseasonable, and the rail- 
roads were congested. There was a tight- 
ening of credit and a tiewp of funds. 
Many retailers, especially in the west ana 
middle-west, found themselves with large 
stocks on hand. The banks demanded 
liquidation, and big sales of merchandise 
took place. Stocks were sold out, and 
they have been buying gingerly ever 
since.” 

“Has the old law of supply and demand 
ceased to function altogether?” 

My question was one quite often asked 
nowadays. 

“Most of us have a great respect for the 
law of supply and demand, but this law is 
shunted about by many causes and influ- 
ences. Unless producers can dispose of 
their output, they will have no incentive 
to continue. If the demand cannot be 
changed, the price cannot. But if the de- 
mand can be stimulated by the lower 
price, there will come.to be gradually a 
permanent supply to satisfy the permanent 
demand. Of course, at the last analysis, 
all price depends upon supply and demand, 
but in the case of reproduceable goods the 
permanent equilibrium between supply 
and demand tends to adjust itself to the 
cost of production. The rapidity with 
which this adjustment takes place depends 
upon the relative changes that occur in 
supply and demand. As soon as purchas- 
ers know that they can get the same goods 
cheaper by waiting a short time, only 
those who cannot afferd to wait will be 
willing to pay more—and it is the demand 
of these people which, for the time, pre- 
vents the price from going to the new cost 
level. When the new level is reached no 
great change is liable to take place, so 
that the conditions will be static and the 
price something like permanent.” 


The Value of Wall Street 

I asked Mr. Bloomfield if he would ad- 
vise a business man like himself to study 
the stock market. 

“I certainly would,” was the em- 
phatic reply. “Wall Street is the 
barometer of business. Every success- 
ful merchant studies the stock market. 
The stock and bond market forecasts 
business conditions six months before a 


change. Bankers are guided by the 
stock market in regulating credit and 
market is 


loans, and right now that 
getting stabilized business is feeling it. 

“There is much to be said in behalf of 
the operations on the Exchange. Specu- 
lation assumes risk and equalizes prices. 
Now that dealings in commodities have be- 
come international in scope, the changes: 
affecting market values are so vast, so 

(Continued on page 409) 
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Foreign Trade and Securities ities | 


Possibilities in Soviet Trade 








L. Martens, Representative of the Russian Soviet Government in the U. S., Outlines the Situation 


6¢¥ HAVE discovered,” said the old 

juror, “that there are two sides to 

every question.” Presumably there 
are two sides to the matter of the deci- 
sion of the Department of Labor in the 
deportation proceedings of Mr. L. Mar- 
tens, representative to the United States 
of the Russian Soviet Government. 

Mr. Martens is a studious-appearing, 
well-poised man whose mind trends to- 
wards economics rather than diplomacy. 
Of course the first question involved the 
subject of his deportation. 

“The order,” said Mr. Martens, “is not 
based upon any alleged activities of mine, 
but upon the fact that I am the represen- 
tative of the Soviet Government. The 
decision itself confirms my contention that 
I have never cemducted any propaganda 
against the United States Government. 
Secretary Wilson says, “There is no evi- 
dence to show that Martens has person- 
ally made any direct statement of a be- 
lief in the use of force or violence to 
overthrow the United States, nor is there 
any evidence that he has ever distributed 
or-caused to be distributed any literature 
containing propaganda of that character.’ 

“The decision also says, ‘Martens is 
not a member of or affiliated with the 
Russian Communist Party or the Third 
Internationale.’ ” 


Russia’s Needs 


I asked Mr. Martens for some data 
concerning Russia from a standpoint of 
her needs and her productivity. 

“The lack of manufactured goods of 
every kind is so great and the purchasing 
power of the Soviet Government is so 
vast that it is almost impossible to gauge 
the actual capacity of the Russian mar- 
ket to absorb goods of foreign manufac- 
ture. For a long time to come the needs 
of Russia in many lines of goods will be 
far in excess of the producing power of 
foreign manufacturers. The statistics of 
pre-war imports into Russia will show 
this. Moreover, when you take into con- 
sideration the increased standard of living 
and consuming power of the millions of 
Russians released from poverty by the 
revolution, some conception may be 
formed of the potentialities of the Rus- 
sian market. Then there are vast engi- 
neering and industrial projects being 
planned and established in Russia, in- 
cluding railroad building, electric equip- 
metit, highways, waterways and other 
public works such as Russia has never 
seen before in her history. 

“Russia needs right now almost all 
‘kinds of goods, some of which are: 
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“Railroad equipment—locomotives, cars, 
rails, tires, springs, etc. 

“Agricultural supplies—tractors, plows, 
reapers, mowers, binders,,.-harrows and 
other tools, large and small, binder twine. 

“Motor trucks; leather goods, shoes, 
etc.; textiles; chemicals, drugs, soap; no- 
tions; belting, all kinds; oil well machin- 
ery and piping; mining machinery; rub- 
ber goods; ties; typewriters; sewing ma- 
chines; surgical instruments; machinery 
and machine tools of all sorts; printing 
presses and printing supplies; small tools; 
sheet iron; tool steel; spring steel; camera 
and cinema supplies, films, etc.; raw cot- 
ton. 

“From recent advices from the Com- 
missariat of Foreign Trade, we have on 
file urgent instructions with detailed 
specifications for the immediate purchase 
through this Bureau of the following 
supplies : 

“Agricultural machinery, including trac- 
tors, mowers, binders, reapers, ploughs, 
cultivators, etc.; specified orders to the 
extent of $50,000,000. 

“Machine tools, between $3,000,000 to 
$5,000,000. 

“Small tools—files, drills, etc., 
$3,000,000 and $5,000,000. 

“Rails, 30,000 tons. 

“Locomotive tires, 10,000 tons. 

“Spring steel for locomotive and car 
springs, 2,500 tons. 

“Sheet iron, 10,000 tons. . 

“Oil piping, 50,000 tons. 

“These few items represent immediate 
orders received by recent cable and letter 
from the Commissariat of Foreign Trade 
and serve to give merely an idea of the 
volume and character of the trade which 
will start immediately upon the lifting of 
the blockade. These items do not begin 
to represent the actual volume of future 
trade, nor theséxtent of the orders which 
will be placed as soon as the Commissariat 
of Foreign Trade has any assurance that 
its requirements can be met.” 


between 


Exports Now Available 


I asked the exact meaning of this block- 
ade—its source and effect. 

“We were prevented from placing these 
orders with American manufacturers by 
this blockade, which at the same time pre- 
vents American business men from sell- 
ing us their goods. While there is nomi- 
nally no restriction against the shipment 
of American goods to Soviet Russia, ex- 
cept in so-called war materials, yet we 
were prevented by the action of the Fed- 
eral authorities from transferring any 
funds to this country to pay for goods 
purchased. 


“Also, although we were willing to guar- 
antee payment in gold for goods pur- 
chased in America, the American manu- 
facturer was similarly prevented by the 
authorities from disposing in America of 
such gold legally received in return for 
his goods. Thus the blockade is a gold 
blockade, which is more effective than a 
naval blockade. 

“In addition; it must be borne in mind 
that the lack of postal and cable communi- 
cation between Russia and America makes 
the resumption of trade relations prac- 
tically impossible at present. 

“In reference to raw materials now 
ready for export from Soviet Russia here 
are a few offered to the American mar- 
ket. These figures represent stocks ac- 
tually on hand and ready for immediate 
shipment : 

“Lumber, immense quantities; flax, 20,- 
000 tons; hemp, 10,000 tons; furs, 9,000,000 
pelts; bristles, sorted and cleaned, 1,000 
tons; horse hair, 2,000 tons; manganese 
ore, 250,000 tons; asbestos, 8,000 tons; 
hides, 3,500,000 skins; platinum, large 
quantity; petroleum and petroleum prod- 
ucts, 2,000,000 tons. 

Mr. Martens pointed out that England 
now permits trade with Soviet Russia, 
which fact has evoked a chorus of ap- 
proval from nearly all the London papers. 
Premier Leygues of France announced 
before the Commission of Foreign Affairs 
that the French Government would adopt 
a policy of encouraging trade with Soviet 
Russia. 

Germany is getting busy by obtaining 
orders* for machinery and engineering 
work in open competition with British 
firms on account of the more favorable 
effect of the German exchange on prices. 

Mr. Martens handed me a statement 
made by Baron Magata, prominent Japa- 
nese statesman, and a member of the 
Japanese delegation to the League of Na- 
tions at Geneva: 

“Japan has no interest in the restoration 
of the Czarist Regime. We are ready to 
recognize and deal with any government 
that can maintain itself on sound princi- 
ples. I am convinced that no attempt at 
military intervention by outside powers 
will help solve the Russian problem. 
Russia must settle her own  prob- 
lems and she is beginning to do that. 
Other nations must devise ways of help- 
ing that the Russians themselves. will not 
resent. She cannot pay her foreign debts 
now. She can do nothing now that re- 
quires money until she can work and or- 
ganize herself. French and other cred- 
itors must wait some years, but I be- 

(Continued on page 426) 
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Can We Hold Our World Trade? 


What an Analysis of Our Thirteen-Billion-Dollar Business in 1920 Shows—The Importance of 


AST year we did a world business 

amounting to thirteen billions of dol- 

lars. This gave the United States 
undisputed first claim to the leadership in 
the world’s trade. It is a position which 
we seem destined to retain, deo volente 
and Congress affording the right kind of 
co-operation, by virtue of the simple, 
primal fact that we have the goods which 
others require and by virtue of the fact 
that the United States is the richest of all 
markets. A very fair part of our pros- 
perity is involved in this world’s business 
of ours. It is distinctly worth analysis. 

We have a trade balance which last 
year amounted to $2,700,000,000. This is 
our excess of exports over imports. While 
a favorable trade balance is not neces- 
sarily the sine qua non of national pros- 
perity—Great Britain being the great ex- 
ample proving the contrary—nevertheless 
the size of our balance suggests the for- 
midable position which we hold in the 
world’s markets. 

Our trade balance has developed mark- 
edly since the time Europe went to war. 
(See graph I.) Nor did our entrance 
into the conflict interfere with this de- 
velopment during our participation in the 
war and during the first post-war year. 
In 1920, however, owing to.the fact that 
imports commenced to increase greatly, 
the trade balance fell off, but this is some- 
thing which shall be discussed later. 


The Volume of Trade 


As stated above, United States world 
trade in 1920 amounted to about $13,000,- 
000,000, based on the returns for the first 
eleven months of the year, figures for 
December being unavailable as yet. This 


compares with $12,000,000,000 in 1919 and 


1914 
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$9,000,000,000 in 1918. In 1914, it amount- 
ed to a paltry $4,259,000,000. 

Apparently the volume of our world 
trade has increased a trifle over 200% 
since 1914. Actually this is not quite the 
case. The fact that we and the rest of 
the world are doing business on a grossly 
inflated dollar basis should be taken into 
consideration. On a 1914 basis of dollar 
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a Merchant Marine 
By E. D. KING 


value—roughly, 50% above present value 
—we have done about $6,500,000,000 busi- 
ness in 1920, an actual increase of 60% 
over 1914, and not 200%. Nevertheless, 
even making this drastic allowance, it is 
clear the volume of U. S. world trade 
is on a much larger scale than we ever 
dreamed could happen. 














U. 8. FOREIGN TRADE ] 

By Grand Divisions | 
11 Mos, Ended 11 Mos. Ended 

Exp, to:  Nov., 1920, Nov., 1919. | 
Europe ....$4,078,583,969 $4,765,536,790 
N. Amer... 1,767,390,774 1,161,040,174 
| $, Amer. 556,614,217 410,595,336 
Spores 716,788,125 638,364,763 
| Oceania 239'977'498 183,497,201 
Africa 149,069,850 89,976,727 
Total ...$7,508,424,488  $7,239,009,991 
11 Mos, Ended 11 Mos. Ended 

Imports Nov., 1920. Nov., 1919. 

| Europe ....$1,160,413,898 $653,304,023 
| N. Amer... 1,574,265,764 1,072,689, 438 
| §. Amer... 725,187,712 631,590,979 
a eae 1,222) 898,272 928,718,340 
Oceania 188,755,599 139,476,201 
Africa .... 146,827,767 97,925,828 
Total ..$5,013,299,012 $3,523,654,609 

















How It Is Divided 


Of the total business of. $13,000,000,000 
done last year, approximately 61% consist- 
ed of exports and 39% of imports. Ex- 
ports amounted to $8,000,000,000, a rela- 
tively slight increase over 1919 exports, 
which amounted to $7,920,000,000. Broad- 
ly speaking, exports remained stationary 
in 1920 as compared with 1919, although 
this figure was vastly in excess of 1914, 
when exports amounted to only $2,365,- 





Excess Exports over Imports. 
Excess over ts. 


The most striking change in our inter- 
national ledger sheet occurred in imports, 
which showed a large increase in 1920 
over 1919. The figures are: $5,500,000,000 
in. 1920 as compared with $3,904,000,000 
in 1919, an increase of about 37%. Thus 
while exports remained practically sta- 
tionary, imports increased 37%. There is 
a world of meaning in these figures. 





The ultimate significance is that the 
world, particularly Europe, is making 
rapid strides toward normal production 
and that the time will come when we 
shall meet competition, in a field where 
we have not met it for many years. 
We shall meet it not only abroad but 
at home, which probably explains the 
anxiety of certain legislators to apply 
the tariff “cure.” 

It was the heavy inrush of imports, 
while our exports advanced but little, that 
accounted for a decline in our trade bal- 
ance of approximately $1,300,000,000 (1919 
trade balance amounting to $4,000,000,000 
as compared with $2,700,000,000 in 1920). 
Is there anything alarming in this? 
There are many who would think that it 
is, and this would include some of our 
legislators, who are so anxious to raise 
a tariff wall. 

Alarming or not, this is the situation. 
More than that! It is a clue to the future. 

Barring the imposition of a high tariff 
wall and conceding, as already demon- 
strated by last year’s volame of imports, 
that the rest of the world is already in 
pretty fair shape to send us goods, there 
seems to be nothing in sight to interfere 
with the gradual convergence of the lines 
of exports and imports. More simply, it 
looks as if the time will come, all things 
equal, when imports will gain more rap- 
idly than exports, if it does not actually 
happen that exports decline while imports 
increase. Thus our huge trade balance 
seems endangered. In any case, we can- 
not hope, and it would not be proper to 
hope, with the world owing us billions for 
which she can pay only by sending us 
goods, that the “spread” between exports 
and imports can remain on the present 
abnormal basis. 

It is thus apparent that an adequate 
policy to guide our international busi- 
ness should become operative shortly if 
we are not to find ourselves slipping 
from the present vantage point. 


That we can hope to retain a trade bal- 
ance even as large as that of last year 
appears unlikely under any circumstances. 
The world trend militates against that. 
For years, our world trade has depended 
entirely. on private initiative and intelli- 
gence. Proper governmental co-operation 
and common-sense economics have been 
lacking. The time has arrived when, in 
order to protect our interest in world 
markets, and in order to receive the 
world’s goods in return without swamp- 
ing the domestic markets, it is necessary 
for Washington tc exercise wise economic 
statesmanship. Without this, and with 
the outside world rapidly recuperating, 
notwithstanding scare-heads in the news- 
papers, we stand a good chance of suc- 
cumbing to the more intelligent and effi- 
cient competition of such nations as Great 
Britain, France and even Germany. As- 
sumed that the Government recognizes 
this in a practical manner, there is no 
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reason to believe that we cannot retain 
our position as the first factor in the 
world’s trade. 


Our Exports 


Perhaps the most interesting feature of 
last year’s exports is that a record was 
made in the face of an unparalleled “ex- 
change” ‘situation. With the dollar at a 
premium throughout the world, and with 
the burden very large on the foreign con- 
sumer, exports nevertheless suffered not 
at all, although the opinion was confidently 
expressed in many quarters that our ex- 
ports would fall off greatly, on account 
of the foreign exchange situation. Prac- 
tically speaking, the exchange situation 
exerted little effect on our exports. This 
is proved by the fact that exports actually 
increased when theoretically they should 
have declined. The answer is to be found 
in the fact that the world needed our 
goods and whether it could afford to pay 
or not, it bought and bought heavily. 

lowever, it is well to recognize that 
not an inconsiderable part of the goods 
bought was bought on credit. Perhaps 
the world was gambling when it bought 
our goods on credit. Perhaps our sellers 
were gambling when they sold our goods 
on credit. Nevertheless, the goods were 
bought and therefore proves that the ex- 
change situation in itself proved no deter- 
rent so far as buying for export account 
is concerned. 

Judged by last year’s results, our man- 
ufactures play the biggest part in the ex- 
port trade.- Approximately 52% .of our 
exports consists of manufactures ready 
for consumption and manufactures to be 


used in further manufacture. The balance 








occur in Our export situation. For with 
the gradual’ recuperation of Europe, it is 
going to be more difficult for us to com- 
pete with her in her own special field of 
manufacturing. However, Europe is not 






have declined from 1919 figures, whem 


there wag an unusually large foreign de~ 


mand for shoes. Steel exports continue 
on about the same level, showing no 
change in the past three years, although 
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the only outlet. Permanently profitable 
fields for American manufacturers can be 
found and are found, in fact, in South 
America, which manufactures very little 
for her own account, and the Far East, 
which is still in an undeveloped state so 
far as manufacturing is concerned. And, 
of course, there is Canada and Mexico, 
which are rich markets. Broadly speak- 
ing, it looks as if Europe will require less 
of our manufactured goods, though pos- 
sibly more of our raw materials. This 
should be offset to some extent, at least, 
by our retention of North American, 
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foodstuffs 
(wheat, etc.), crude materials for manu- 


of 48% consists of crude 
facturing purposes (cotton, etc.), and 
foodstuffs partly or wholly manufactured. 
If foodstuffs, partly or wholly manufac- 
tured, were included among other manu- 
factures, the total of manufactured ex- 
ports would probably amount to not less 
than 65% of the total exports. 

In other words, where, in pre-war years 
raw materials formed by far the larger 
part of exports, the reverse is true to- 
day, showing the transformation of the 
export activities of this country during 
the past few years. Of course, this is a 
result mainly of the interruption of Euro- 
pean manufacturing activities on account 
of war causes and it is here where the 
most marked change, if there is any, will 
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South American and Asiatic markets. 
The relative importance of our markets 
is indicated in the attached table. 

Specifically, the most important exports 
(see graph II) consist of cotton and cot- 
ton manufactures, steel, wheat and flour, 
meat and dairy products, mineral oil and 
automobiles and parts. These are closely 
followed by wood and leather manufac- 
tures, chemicals, tobacco and copper. The 
most pronounced increases in recent years 
are in cotton and cotton manufactures, 
wood and leather manufactures, chemicals, 
automobiles and parts, and wheat and 
flour. The most striking gain of all is 
in automobiles, with an increase of 200% 
since the close of 1917. 

While leather manufactures for export 
have advanced in the past few years, they 
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very recently they show a tendency to de- 
cline. Exports of such purely war ma- 
terials as explosives have shrunk to neg- 
ligible proportions. The most dependable 
exports, those showing little or no decline, 
are: wheat, steel, raw and manufactured 
cotton, mineral oil, wool manufactures, 
wood manufactures, leaf tobacco and elec- 
trical supplies. Automobile exports, being 
of more recent date, cannot be properly 
classed in this category. 


U. S. a Rich Market 


While we are talking of foreign mar- 
kets, let us not forget that America is the 
richest market in the world. Foreigners 
probably appreciate this more than we do. 
We bought $5,500,000,000 worth of goods 
abroad last year, which is about three 
times pre-war, imports. This must be 
qualified, however. Some of the goods 
brought over here were bought at fan- 
tastically high prices. Thus sugar, which 
was imported last year to the amount of 
$933,000,000 as against $233,000,000 in 
1919. In other words, sugar imports 
amounted to about 17% of total imports, 
as expressed in dollars. This, of course, 
is disproportionate. 

Of total imports (see graph III) about 
65%, roughly, consists of raw materials 
and agricultural products such as raw 
sugar, coffee, hides and skins, rubber, raw 
silk, and wool. The balance of 35% con- 
sists of finished or partially finished ma- 
terials such as silk and cotton manufac- 
tures, precious stones and chemicals. 

Among the striking increases in imports 
over 1919 were silk and cotton manufac- 
tures, mineral oil, rubber, wood and wood 
manufactures, and chemicals. Declines 
were noted particularly in precious stones, 
wool and cattle. 

The recent tendency in imports is down- 
ward. This has been the case during the 
past few months with pressure most ac- 
tively centered on wool, rubber and leather 
imports. This, however, may be consid- 
ered a temporary manifestation, due to 
the unsettled industrial conditions now ob- 
taining in this country. Anything approx- 
imating greater stability in this country 
will inevitably result in greater imports. 


(Continued on page 375) 
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CANADA TH REE things enable 
UNDER Canada to  with- 
DEFLATION stand the present 


period of deflation better 
than many other countries,—her abundant 
harvests, the successful handling of her 
finances by the Government, and the bank- 
ing system. Excessive imports, however, 
have tended to change her from a creditor 
to a debtor nation during the past year. 

In the past four months, there has been 
a falling off of her exports in livestock 
and grain; owing to a decreased European 
demand, and yet the income from her agri- 
cultural production is greater than at any 
other previous year. In the Northwest 
they have had the second best wheat crop 
that they ever had, estimated at 250,000,- 
000 bushels. More fruit than ever before 
was harvested in Ontario, and _ that 
province produced grain valued at $400,- 
000,000. The total value of the field crops 
of the whole Dominion is estimated to be 
$1,636,664,000. In addition the farms have 
produced livestock, dairy products, vege- 
tables, and wool to the extent of 21,000,- 
000 pounds. 

Approximately $174,500,000 worth of 
pulp and paper have been manufactured 
in Canada and shipped to this country and 
other countries. Pulp plants are being en- 
larged in order to supply the American 
demand. 

The production of coal has increased in 
1920. 

The lumber trade, which began in the 
year 1920 in a flourishing condition, has 
fallen off in the last four months owing 
to a lack of building. and construction 
both in this country and in Canada. Brick 
yards are shutting down for the same rea- 
son, and many men hitherto employed in 
lumbering and in brick making, are idle. 

Shipbuilding is practically idle. Tan- 
neries, textile mills, clothing and boot and 
shoe trades, and the jewelry and automo- 
bile business, are all dull. Exporting, 
however, is flourishing. Canada’s ability 
to find outside markets has been facilitated 
by direct shipping lines recently opened 
up by the government merchant marine, 
which has established direct steamship 
connection with the Far East, West 
Africa, and South American ports, and 
with Australia and the West Indies. 

Canada has imported during the year 
ending with November 50 per cent more 
than during the preceding 12 months, Of 
this increased amount $924,000,000 repre- 
sents the goods bought from the United 
States. The adverse rate of exchange, 
which, it is estimated, cost her from $50,- 
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000,000 to $75,000,000 during the year, did 
not act as a deterrent. 

There is a general expectation in Mont- 
real financial circles that the high pre- 
mium on New York funds in Canada will 
be continued for several months, and 
probably increased. Many importers ow- 
ing money in New York borrowed New 
York funds in order to make payments 
during the latter half of last year, using 
Canadian securities as collateral. The ef- 
fect of the increased premium on New 
York funds has been to put the pound 
sterling closer to its normal quotation in 
Canadian money, and many Canadians 
hold that the pound sterling has no legiti- 
mate business to be at a heavy discount 
in Canada, so long as the British still 
hold so much of Canadian securities which 
they are willing to sell whenever the high 
price of Canadian Exchange in Great 
Britain makes the transaction attractive. 
The Minister of Finance has imposed an 
embargo by which the Canadian banks 
and other financial houses are placed un- 
der obligation not to facilitate any pur- 
chase of such British held Canadian se- 
curities by Canadians,—but this embargo 
can only affect transactions requiring the 
actual purchase of sterling or of New 
York funds by Canadians, with the intent 
of paying for such securities. 

R. W. H. Burnaby, president of the 
Canadian Council of Agriculture, in a 
recent interview stated that the imposi- 
tion of a 30% duty on Canadian live stock, 
coupled with the continuance of the Brit- 
ish embargo on the import of live cattle, 
would be very bad indeed for the live 
stock industry of Canada. This statement 
was induced by the keen interest aroused 
in Canada over the Fordney Emergency 
Tariff Bill in our Congress. Canadians 
feel that the enactment of the Fordney Bill 
would*redound to the detriment of their 
country. Since the Underwood tariff 
opened American markets to Canadian 
produce, reciprocal trade between this 
country and Canada has grown wonder- 
fully. Access to the American market has 
been particularly beneficial to the Canadian 
live stock industry in raising prices. Ca- 
nadian farmers are discussing reprisals 
should import duties be placed on goods 
shipped from Canada to this country. 


ARGENTINE’S ig is impossible to get 
EXPORT accurate data of the 
TRADE exports and imports of 

Argentina. Even the 
statistical returns for 1919 have not yet 
been given out with anything like au- 





thoritativeness or completeness. 

During 1920, Argentina has been buying 
abroad very heavily, principally from the 
United States. In fact, American export- 
ers have found an almost exclusive field 
in the sister republic of the South. 

Along towards the middle of the year 
1920 it was patent that while the United 
States kept out of the market for woo! 
and hides, and the American shippers 
constantly sent in manufactured goods, 
the Argentine importers stood to benefit 
only slightly on sales and to lose a great 
deal on exchange. 

On this account American merchandise 
lately has been held up. In the meantime 
European shippers are hoping that they 
will regain some of the ground that they 
have lost. On account of the exchange 
American shippers are finding cancella- 
tions of orders. in fact, the American 
shipper is perplexed often to discover that 
the same Argentine importer who refused 
his goods takes up other merchandise 
from another country. The Argentine 
buyer has not always manifested integrity 
in recent transactions. 

During the year 1920 the Government 
has faced a deficit. The statesmen and 
financial experts seem to be studious with- 
out arriving at a conclusion. No financial 
measure of any importance was passed in 
1920 and the chief financial step taken 
was in reference to the Argentine-United 
States exchange. 

United States might have avoided the 
cost of shipping gold to Argentine, since 
it simply came back, being exchanged here 
against orders on the Argentine Legation 
funds. However, there is still a large bal- 
ance of trade in. faver of the United 
States so that rates are at an wunprece- 
dented figure. $133 in Argentine gold was 
paid in November for a sight draft in 
New York on $100 and only the free ship- 
ment of Argentine produce, the export of 
gold, or the purchase of Argentine securi- 
ties by our investors here can help the 
situation. 

Banking interests in America would 
like to see the Argentine conversion office 
opened for the export of gold. These in- 
terests suffer through the condition of the 
import trade, and were they in a position 
to draw freely, thus bringing rates down 
to something nearer a normal level, all 
hands would henefit. 

The foreign branches of American 
banks started in a year or so ago to do 
all they could to develop America’s export 
trade, and consequently granted liberal 
credits to importers in Argentina. Busi- 
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ness was too brisk. A reaction was as 
natural as it was inevitable. And if the 
powers that be in Argentina are slow in 
finding a way, yet United States shippers 
and bankers feel sure that the. way will 
be found ultimately, and a reciprocal busi- 
ness in trade and finance continue between 
Argentina and this country to their mutual 
welfare. 

Trade Commissioner Smith, located at 
Buenos Ayres, has forwarded to the Bu- 
reau of Foreign and Domestic Commerce 
certain information for the benefit ‘of 
\merican exporters, especially in case of 
refusals of consignees to accept shipments. 

Mr. Smith states that there is a concern 
n Buenos Ayres that will undertake to 
effect a sale promptly and intelligently on 
. cash basis. Often this particular firm 
1as received the shipping documents from 
1 New York bank and has succeeded in 
disposing of goods that have laid in stor- 
age for a long time. This is the way it 
is done: 

A sample of the merchandise to be sold 
is offered to firms likely to be interested. 
The best price offered is then cabled to 
the owner in this country. If the owner 
refuses the terms, well and good. In case 
he accepts, he cables to the branch bafhk 
to deliver the documents to the particular 
firm mentioned by Mr. Smith. This firm 
obtains cash payment at once for the 
whole transaction, depositing the amount 
with the bank for transfer to the owner 
in New York. 





BRAZIL'S AS with Argentina, so 
EXCHANGE with Brazil, ex- 
RATES change rates are greatly 


affecting imports. Some 
bankers predict a further fall in exchange 
unless further loans can be negotiated. 
There are many failures occurring in the 
cities of Rio de Janeiro, Sao Paulo and 
Pernambuco. 

Total imports for the period from 
January to,September of 1920 were valued 
at 1,344,418 contos of reis; total exports 
for the same period were valued at 1,351,- 
348 contos of reis. The October, No- 
vember and December figures, when pub- 
lished, are liable to show a decrease of 
exports and imports, according to the 
commercial attaché at Rio de Janeiro. 

Stocks of imported merchandise are ac- 
cumulating in the warehouses. So far as 
the stocks of merchandise for exporting 
are concerned, they are generally normal, 
although there is an overstock of coffee. 
Prices of import staples for December are 
running about the same as for November, 
although lower prices are predicted. 

The crops are reported to be about nor- 
mal. There is an influx of immigration, 
particularly from Italy. There is a fear 
of unemployment. Railroad repair and 
maintenance are inadequate. Government 
finances are gradually becoming more 
favorable. 

The Diario Official of October 30th 
contained decrees approving the con- 
tracts by the Inspectoria de Obras Contra 
as Seccas with two English and one 
American firms for the administration of 
the construction of dams, _ irrigation 
canals, and other work judged necessary 
for the execution of the reclamation pro- 
ject. These firms will act as Government 
agents, purchases being made for the ac- 
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count of the Inspectoria. Equipment 
will be purchased, when necessary, by 
opening credits in New York. It is 
planned to begin construction as soon as 
equipment and men can be brought on 
the ground. Government funds for the 
completion of the project have been ar- 
ranged. At the present time the Federal 
Government has 40,000 contos cash al- 
lotted to reclamation work, and the re- 
mainder of the 200,000 contos appropri- 
ated will be raised by a 2 per cent tax 
on Brazil’s gross revenue, which it is es- 
timated will bring another 40,000 contos 
per year; thus the total amount will be 
available in four or five years. 

The Brazilian Federal Food Commis- 
sion (Delegacao do Abastecimento Pub- 
lico) has estimated that the Brazilian 
sugar production for 1920-21 will amount 
to 8,768,600 bags. 


PERU ERU has an advan- 
HAS tage over most of 
ADVANTAGE the other South Ameri- 


can countries in the vari- 
ety of her exports. Peru’s pound of a 
nominal par of $4.86 has risen from $3.96 
November 17 to $4.10 December 2, 1920. 
The bulk of Peru’s imports come from 
England and America. She is maintain- 
ing the record of former years in the ex- 
portation of sugar cane, cotton, rubber, 
and wool and copper. Before the war 
Peru maintained a trade balance equal 
normally to two-fifths of her total ex- 
ports. 

Our trade with Peru during the war 
and after the war reached great expan- 
sion, and fluctuated less than in most other 
raw material markets. As a matter of 
fact American exports to Peru have 
grown since December, 1916, as the fol- 
lowing table will attest: 


Imports Exports 
1920—9 mos.. $52,792,385 $31,397,351 
gg gh 33,111,352 26,945,191 
ee ee 34,423,025 21,715,751 
a ee es 43,471,316 22,015,037 
ae 31,082,917 13,986,446 
BE” Sieids onl 15,803,686 7,916,519 
eae 11,269,941 5,876,487 
FEE eae 10,824,587 7,608,916 
1912 10,614,221 5,964,619 
ae Neneh 8,940,805 5,944,196 


Shippers and bankers and business men 
generally in ‘America are awakening to 
the importance of establishing proper cable 
facilities with Peru, Brazil, Argentine, 
Chili and all the South American coun- 
tries. This would have a far-reaching ef- 
fect on the expansion of Pan-American 
trade. Now we have to cable by way of 
Europe, or else use a series of overland 
relays. Of the 18 companies controlling 
inter-American connections, 5 are owned 
by citizens of the United States. With the 
exception of the Argentine system, Europe 
controls all the others. 

Cable operations are grouped in three 
fields: 1—Touching Mexico, Central 
America and West Indies. 2—The West 
Coast of South America. 3—The east 
coast of South America. Good service 
with the first two sections has been main- 
tained by the All America Cable System 
of cable and land wire. The lines of this 


corporation, touching Cuba, go to Colon 
and west of the South American coast, 
serving the seven republics there. From 
here lines strung eastward terminate at 
Argentina and Brazil. The cable from 
Galveston strikes Mexico at Vera Cruz, 
connects with principal cities and links up 
with the system south. 

The new cable connection from Cuba 
to Rio de Janeiro will make a complete 
circuit of the continent, a fact of great im- 
portance to the business of this country. 

Contracts with several of the Latin- 
American countries will mean further de- 
velopment. 





CAN WE HOLD OUR 
WORLD TRADE? 


(Continued from page 373) 











Geographical Distribution 

The growth in our world trade, which 
is so phenomenal, occurs in practically all 
quarters of the globe. Thus imports from 
Europe are approximately twice those of 
1919, although exports to Europe de- 
clined about 10%. This latter decline, 
however, was due to a falling off in 
European demand for meat and dairy 
products, the balance of our exports to 
Europe mantaining themselves very well. 
The most marked change occurred in 
trade with North and South America, 
which showed an increase of 50% and 
55% in exports and imports, respectively. 
The increase in imports was largely due 
to high sugar prices (we import from 
Cuba), while exports increased mainly on 
account of the demand for our manufac- 
tured products. 

Trade with Asia increased both for ex- 
port and import account. Exports in- 
creased about 13% and imports about 
30%. During the second half of 1920, 
trade with Japan fell off on account of 
the financial situation in that country, but 
business with other Asiatic countries has 
maintained itself on a satisfactory basis. 
It is interesting to note a large increase 
in trade with Africa and Oceania, sug- 
gesting that there are excellent opportuni- 
ties in those parts of the world for Both 
exporters and importers. 


A Splendid Achievement 


Broadly speaking, our exploit last year 
may be regarded as no mean achievement 
in the annals of foreign trade. We were 
able to retain our grasp on the warld 
markets, but this was due to the com- 
parative unsettlement of conditions in Eu- 
rope. The latter are improving, however, 
and we shall shortly begin to feel the 
strain of European competition in all mar- 
kets where our goods are used, including 
our own. As to imports, there is nothing 
to indicate that they will not be perma- 
nently above 1914 levels. 

The general trend seems to be for a 
reduction in our trade balance and as the 
years go on this will probably become 
more marked. Such changes, however, 
come.slowly. In the meantime, a proper 
national policy linking up all the trade in- 
terests of the country—a good step for- 
ward was made when we developed our 
merchant marine—is desirable as a guar- 
antee that we shall remain, as we are now, 
the leading nation in foreign trade. 
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Money, Banking and Business 


A Decided Turn for the Better 









Money, Bonds and Stocks All Point to Coming Improvement — General Business Now Quiet 
and Production Falling Off—Failures Not Disturbing 


HE barometer lines upon the two 

graphs which accompany this com- 

ment have a more cheerful look than 
at any time during the year 1920. As I 
had previously estimated, the bond yield 
line at bottom of this page did not rise 
above 5.6%, and it has again fallen to 
5\%4%; that is, the prices of high grade 
bonds have recovered from their year-end 
reaction. 

Turning to money, we find time rates 
down to 6% for the first time in fifteen 
months, Commercial paper has not yet 
begun to follow the decline in time money, 
but will do so. The average price of in- 
dustrial stocks has shown a good deal of 
resistance in December and January. 
While we cannot yet be sure that stocks 
have touched bottom and turned for a 
long uptrend, the probabilities fayor that 
In any event, it seems practi- 
caliy certain that any further possible 
decline must be limited and. would en- 
counter strong investment buying. 

Business Will Follow 

If stocks continue on a generally up- 
ward swing, business conditions should 
show noticeable improvement by April. 
On the other hand, if stocks should enter 
upon a long period of dullness at low 
prices, that would mean that business im- 
;provement would be postponed. In either 
case, however, I believe we may be rea- 
sonably sure of better business in the lat- 


ter half of 1921. 
So far, business is still on the down 


‘grade, or at least it was at the time when 


outcome. 


. 


| 
+ AS: Si 





By G. C. SELDEN 


the latest statistics appeared. It must be 
remembered that most of the business fig- 
ures are made up once a month only, so 
that they are necessarily behind the event. 

Looking ahead a little, we can see that 
the average of commodity prices is not 
likely to rise materially during January. 
Nor is it, in my opinion, likely to fall 
very much. A ‘period of relative stabil- 
ity in raw material prices would be nat- 
urally expected while retail liquidation is 
going on. 

Copper seems to be stagnant, without 
much prospect of early improvement. 
U. -S, Steel’s unfilled orders will fall off 
further during January and probably in 
February also, and the same will doubt- 
less prove true of pig iron production and 
coal production. 

Exports Good 

America’s excess of merchandise ex- 
ports in the last quarter of 1920 was grati- 
fyingly large. This was accomplished by 
the reduction of our prices and by the 
extension of liberal credits abroad. The 
Federal Reserve Board estimates un- 
funded credits due us from abroad at 
$3,600,000,000, which shows that our busi- 
ness men have done their part in aiding 
Europe’s reconstruction. 

At the same time that we have been 
making these big credit extensions abroad, 
our farmers have been calling on their 
banks for heavy credits to enable them 
to hold their crops for better prices. The 
wonder is that we were.able to get through 
it as well as we did. 


a ON: CREDIT-IN-U-S 
ADEE OF CORPORATION CREDIT NUS 





Foreign trade is now slackening, com- 
modity prices have come down to a point 
where less money is needed to handle 
goods and the natural winter let-up in 
various activities is with us. So credit 
conditions are easier. The farmers are 
letting go of their crops little by little, 
but the movement of grain and cotton 
will have to increase in the spring. 

The immediate future of our foreign 
trade is difficult to predict. Perhaps the 
revival of the War Finance Corporation 
may be of some help, though it is diffi- 
cult at the moment to see just how, un- 
less rediscounting is resorted to, and that 
would be very undesirable after the stern 
measures that have been necessary to 
build up the Federal Reserve ratio to a 
respectable figure. 

Ever since the armistice, our goods 
have somehow got themselves sold abroad 
in spite of what seemed like itisuperable 
difficulties. 


Money Is Fundamental 


The change in money rates is, of course, 
the most fundamental of all the economic 
factors entering into the situation. The 
worst of the post-war credit strain is 
definitely over. Business is still partly 
disorganized by the great fall of prices, 
and time will be required to accomplish 
the necessary readjustment, but there is 
no longer any doubt that we have our 
feet on the road of progress, and the only 
question is how fast or how slow our 
progress will be. 
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The Bond Market: Retrospect and Prospect 


Underlying Money and Business Conditions—A Review of 1920 and Outlook 


[INANCING during 1920 was pre- 
dominantly in the form of notes and 
bonds. As the bond market reflected 

throughout underlying money and busi- 
ness conditions, a summary of the notable 
aspects of business in 1920 will facilitate 
an appreciation of the movementts in the 
financial markets during the year and 
throw some light on the outlook for the 
immediate future. 
I 

BUSINESS DURING THE YEAR 

In spite of the industrial stagnation of 
the closing months, the year as a whole 
stands out as a period of large production. 
The expansion of the output was general 
for the first six months. It was spotty for 
the rest of the year; some industries like 
iron and steel were notably active almost 
to the end of the year; others, like leather 
and textiles, were affected by depression 
much earlier. The record for the entire 
year is notable for output. Such basic 
commodities as pig iron and coal show 
production far in excess of any pre-war 
year and but little below the output at the 
peak of our war activity. Domestic pro- 
duction and business were on a high level, 
prices “were high, and the demand for 
credit was urgent. 

Foreign trade similarly maintained itself 
at a high level. Exports increased in 
money value if not in volume over ‘the 
record made in 1919, and imports ex- 
panded relatively even more than exports. 
After government credits had been ex- 
hausted, banking and book credit contin- 
ued until foreign trade had absorbed for 
its financing an amount estimated at about 
$3,500,000,000. Superimposed upon active 
domestic demand, foreign trade played its 
role in bidding up prices and taxing the 
credit resources of the country. 

Absorption of funds in hoarding of 
commodities for a rise even more than in 
securities speculation, and frozen credits 
resulting from the inability of our rail- 
roads to cope under trying conditions with 
the volume of traffic added to the overload 
on our banking resources, so that atten- 
tion during 1920 was absorbed in the prob- 
lems of credit as much as or more than 
in the problems of production and trade. 

The year saw the culmination of infla- 
tion in our monetary system and of its 
effects on commodity prices. The world 
war had laid a broad foundation for our 
credit system through the transfer of so 
large a part of the world’s gold to the 
United States; the organization of the 
* Federal Reserve system had made possible 
a larger structure on the basis of gold 
reserves than could have been built be- 
fore; and a considerable enlargement of 
this structure was provided for during the 
war by a reduction in the reserve require- 
ments. The possibilities of our credit sys- 
tem as expanded were quite fully utilized 
in the course of the year; the resources 
of the Federal Reserve system were drawn 
upon to a point that caused serious alarm 
to the Federal Reserve Board and called 
_. for drastic action. 


By LAWRENCE CHAMBERLAIN 


Commodity speculation and hoarding 
broke before a consumers’ strike. Many 
industries were confronted with large un- 
salable stocks and pressing obligations. 
This situation was an important factor in 
the financing requirements of the latter 
half of the year. 

Deflation in commodity prices made not- 
able progress during the last months of 
the year. Large crops and reduction of 
European demand, due in part to in- 


creased production abroad and in part to 
exhaustion of buying power, laid the foun- 
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Organizer and executive head of Law- 
rence Chamberlain & Co., author of a 
book on bonds, and an authority 
whose views on the subject are re- 
spected by the investing community 


dation for reductions in the cost of living, 
a necessary condition for a just revision 
in wage rates. Beginnings of readjust- 
ment appeared in the attitude of labor. In- 
dividual efficiency increased. These con- 
structive aspects of deflation did not af- 
fect security markets to any extent during 
1920. 

Two developments in 1920 unrelated to 
the general movements may be mentioned 
because of their bearing on the investment 
markets. 

The year witnessed the end of govern- 
ment financing on a large scale and the 
Federal Reserve Board felt free to adopt 
a discount policy dictated by the require- 
ments of business rather than by the 
fiscal needs of the treasury. Rediscount 
rates were raised generally by the Federal 
Reserve banks. 

The railroads, which still represent so 
large a part of the investment interests of 
the public, went. back to private manage- 


’ ment under constructive legislation and in- 


creased rates. This change did not ma- 


terially affect railroad financing, in fact 
the volume of railroad securities issued 
in 1920 was less than in 1919. 

The period of expanding production has 
for the most part been characterized by 
over-extension in inventories rather than 
in plant construction. Fnancing was pre- 
dominantly industrial in character, and 
even here it was largely restricted to ur- 
gent needs. Few new industrial combina- 
tions or ventures were attempted. The 
financing of the year was largely of a 
semi-permanent character, looking for- 
ward to the payment of obligations in- 
curred or re-financing within a decade. 


II 
THE INVESTMENT MARKET 


Within the investment markets, the 
dominating factor was the credit strin- 
gency. Interest rates for all forms of ac- 
commodation were extraordinarily high, 
Rates for commercial paper for the 
greater part of the year were on an 8% 
basis or higher. In 1919 rates for such 
accommodation were generally on a 514% 
basis. To find a parallel it-is necessary to 
go as far back as 1893. 

The effect of high interest rates was less 
in the market for seasoned. bonds than for 
new financing; but even the yield on ten 
representative railroad bonds rose from an 
average of less than 5.5% in 1919 to about 
6% for 1920. In May and June the yield 
was about 6%%. For 40 bonds the mar- 
ket range in 1920 was between 73.14 and 
65.57 compared with a range in 1919 be- 
tween 79.05 and 71.05. The low point in 
1920, reached in May and closely ap- 
proached in December, established a new 
low record. 

The credit stringency affected with par- 
ticular severity the rate at which new of- 
ferings were brought out. On Treasury 
certificates the Government was obliged 
to raise its rate from a 44% and. 44% 
basis in 1919 to 5% in April, 544% in May 
and 534% and 6% in June. Equipment 
notes of leading railroads were offered on 
a 7% basis, and the notes of some of our 
largest industrial concerns were sold on 
an 8% basis. The loans of foreign gov- 
ernments and municipalities for 20 and 25 
year periods were brought out on an 8% 
basis. 

The year’s volume of financing of rail- 
road and industrial companies was notably 
large, over $3,100,000,000, according to the 
compilation of fhe Journal of Commerce 
—an amount about $85,000,000 greater 
than for 1919. This figure is more re- 
markable in the light of the large volume 
of Liberty bonds taken over by the inves- 
tors, from the banks, an amount estimated 
at about $2,000,000,000. 

More than two-thirds of the new se- 
curity issues were industrial; railroad fin- 
ancing forming only about 10% of the 
total. Of the bonds and notes issued rail- 
road securities formed about 20%. The 
reduced volume of railroad financing is 
attributable in a measure to government 
control and government financial assis- 
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tance; it reflects also reluctance to bor- 
row at the high rate prevailing. There 
is accumulating a large amount of rail- 
road financing for the future. 

In the industrial and public utility field 
notes and bonds formed about 60% of the 
total securities issued. In general market 
offerings, bonds and notes constituted a 
much higher percentage. In the case of 
railroads, almost the entire financing took 
the form of notes and bonds. 

Railroad financing consisted chiefly of 
equipment trust notes, and 10-year issues 
with a 7% coupon rate sold on a 7% 
basis. The largest issues of this character 
were the $50,000,000 Pennsylvania R. R. 
10-year 7s and the $36,255,000 New York 
Central R: R. Equipment Trusts of 1920 
(maturing serially 1921-1935). In the lat- 
ter part of the year two comparatively 
long term issues—the Grand Trunk Ry. of 
Canada 7% debentures and the Canadian 
Northern Ry. 7s, each running for 20 
years, were sold on a 7% basis. 

Public utilities were obliged to offer 
both higher rates and longer maturities 
than the railroads, particularly towards 
the end of the year. Among the larger 
issues the $25,000,000 Southwestern Bell 
Telephone 5-Year 7% Convertible notes 
were brought out in April on a 7.6% 
basis. In October a $25,000,000 issue of 
Bell Telephone Co. of Pennsylvania 25- 
Year First and Refunding 7s were offered 
to yield about 7.45. In the last quarter 
a $10,000,000 issue of Pacific Gas & Elec- 
tric First and Refunding 20-Year 7s were 
offered on a 7.1% basis, $13,000,000 20- 
Year First and Refunding 7%4s of the 
Pennsylvania-Ohio Power & Light Com- 
pany were offered on a 7.85% basis, and 
$10,000,000 of the Kansas City Power & 
Light Company 20-Year 8s were offered 
at par. 

In financing industrial companies the 
market was to a large extent called upon 
to provide the increased working capital 
requirements resulting, in the earlier pe- 
riod, from price inflation, and in the later, 
from cessation of buying, which left com- 
panies with large unsalable or slow mov- 
ing inventories. Resort to the investment 
market was made in the endeavor to sub- 
stitute longer term credit for overstrained 
bank accommodations. Furthermore, with 
depression in the stock market, notes and 
bonds took the place of preferred stocks, 
as the financial medium. 

During the first half of the year, bond 
and note issues were brought out on a 
7%% basis or less; during the second half 
of the year the predominant rate was 8%, 
or close to it, with the notable exception 
of the $25,000,000 Ten-Year debentures of 
the Standard Oil Company of California 
and the $30,000,000 7% serial issue of the 
Standard Oil Company of New York. 
These issues were offered in December on 
a 7% basis. 

Among the largest issues of the year 
the following may be noted, in the order 
in which they were offered to the public: 


Basis 
(Approxi- 
Ameunt.  _ Issue mate) 
$35,000,000 Texas Co. 3-Year 7s..... 7% 
000,000 B. F. Goodrich 5-Year 
ES Rape Geypege 
50,000,000 Sinclair Oil 
5-Year Conv. 7% ahes 8 
60,000,000 Armour & Co. 10°Year =e 
Yee Y 
$0,000,000 Sears Roebuck Serial 3- 
2 eee YT 
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40,000,000 swift & Uo. 5-Year 7s.... 60 
30,000,000 Westifghouse E. & M. 

Beee Wives 0 cedveeseces 7.75 
25,000,000 Anaconda Copper Ser. B 

1929 2B.nccoccecccccses 7% 


Smaller issues were offered on a some- 
what higher yield. Some of the issues are 
serials or convertibles. Most of the others 
make provision for partial retirement 
through sinking funds. The financing of 
the year is, however, not permanent, and 
involves, as in the case of the railway 
issues, large refunding operations within 
the decade. 

Foreign government loans attracted con- 
siderable attention in the market, but the 
net result of financing in this field was 
to reduce the amount of foreign govern- 
ment loans outstanding here. The not- 
able events of the year were the payment 
of the $500,000,000 Anglo-French 5s and 
the issue of the $100,000,000 25-Year 
French loan. Preparations for the retire- 
ment of the immense Anglo-French issue 
doubtless involved the transfer of consid- 
erable amounts of foreign-held securities 
in the United States and further de- 
pressed foreign exchange and our security 
markets. 

Foreign countries were obliged to bor- 
row on terms more onerous than those 
extended to our industrial corporations ; 
20 and 25 year government issues were of- 
fered on an 8% basis and those of foreign 
municipalities were offered at a higher 
yield. Foreign governments can not well 
construe the price they paid here for capi- 
tal as a welcome to our financial markets. 


Ill 


THE OUTLOOK 


Although, naturally enough, the public 
is interested in the financial future, fore- 
casts should be accepted with the thought 
that prophecy, especially in recent times, 
has been a hazardous undertaking. With 
this caveat certain generalizations may be 
ventured. 

New year reviews have emphasized our 
vast population and resources and the 
fundamental soundness of the country. 
This should be obvious even in times of 
the deepest pessimism. The country .is 
undoubtedly richer than ever before. Un- 
der war strain it has manifested a capacity 
for production scarcely dreamed of. 
Among the more newly developed assets 
of the nation is a banking organization un- 
der the guidance of the Federal Reserve 
system, which enabled the country to pass 
through a drastic readjustment without 
panic. These considerations certainly 
justify fundamental optimism. 

An opinion may be hazarded that the 
country emerges from the past five years 
of prosperity with less over-building than 
in any similar period. In the field of pub- 
lic utilities, and notably in that of rail- 
roads, capital improvements have lagged, 
and the situation is undoubtedly one of 
under-capacity rather than of over-exten- 
sion. In domestic housing, progress made 
during the past year has probably done 
little to offset the accumulated shortage 
of the war period. The last two years 
have been characterized more by an ex- 
pansion of trade than by an expansion of 
building, therefore, there is ground for the 
belief that the period of liquidation and 
readjustment will be shorter than after 
industrial crises in the past. 


In the light of the experience of the na- 
tion after the Civil War, we might well 
be justified in looking beyond the present 
depression in industry to steadily increas- 
ing production. Competition will be re- 
stored to a greater extent than in the last 
few years and an effort made to utilize 
more fully the increased plant capacity de- 
veloped during the last five years of pros- 
perity. Fortunately a large part of our 
extended industrial machinery has been 
built up out of profits and without pro- 
portionate increase in fixed obligations. 
This is notably true in such a basic indus- 
try as iron and steel. 

The implication of increased production 
and stimulated competition is a downward 
price trend, although in lines where prices 
are now unduly depressed higher prices 
may soon prevail. The return to business 
activity doubtless will be accompanied by 
some rise of prices from levels reached in 
the depression. 

The implication of greater production 
on the farms, in the mines and in the fac- 
tories is a lower cost of living and a read- 
justment in wages and production costs, 
Already there are signs of increased effi- 
ciency on the part of labor as jobs come 
to be appreciated. Already it is found 
possible to operate with reduced overhead 
and public and private economy once again 
becomes good form under the stress of 
necessity. 

Increased production and lower prices 
give a greater value to fixed incomes and 
gradually enhance the price of securities 
carrying a fixed return. Rates of interest 
should tend to decline. 

The current year opens with widespread 
industrial depression. This should mean 
a gradual reduction of inventories and ac- 
cumulation of funds in the banks as re- 
ceivables are paid off and as stocks are re- 
placed in smaller volume and at lower 
prices. There should be less strain on the 
banks for credit—less financing in the in- 
dustrial field than in 1920—less pressure 
on the investment markets, and therefore 
a tendency towards lower interest rates 
and higher security prices. 

In the public utility and railroad fields 
conditions do not appear too favorable for 
extensive financing in the immediate fu- 
ture. Rates are high for long term issues 
and the outlook, for the railroads is still 
too uncertain, The effect of the rates es- 
tablished in 1920 cannot well be gauged in 
a period of reduced industrial activity and 
high operating ratios involved in the adap- 
tation to‘a smaller volume of traffic. Until 
readjustment goes further railroad and 
public utility companies will hardly be 
warranted in extensive programs for im- 
provements and financing. 

One element of uncertainty in the im- 
mediate future lies in the high cost of 
government, the legacy of war. With re- 
duced profits the income tax and excess 
profits tax will prove less productive. To 
what extent other sources of revenue can 
be uncovered or government expenditures 
curtailed is a matter of speculation. In- 
ternational agreements for reduction of 
armaments would be the most promising 
source of relief. Large demands on the 
investment markets for government financ- 
ing would have unfavorable effect on_in- 
. terest rates and could not do otherwise 
(Continued on page 420) 
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Bankers’ Views of the Business Situation 


Officials of Leading Out-of-Town Banks Optimistic—Excess Profits Tax Evils Condemned by 
President Hinsch of Fifth-Third Bank 


BUSINESS MUST REGAIN ITS SENSE 
OF PROPORTION 


A. E. Adams Believes Restoration Will 
Take Time 


President A. E. Adams, of the First 


National Bank of Youngstown; Ohio, 
writes to THE MaGazINnE or WALL 
STREET: 


In a way, your inquiry of the 27th re- 
minds me of an interesting sight I wit- 
nessed a number of years ago. It was a 
big slip on a mountain side. Millions of 
yards of earth and hundreds of millions 
of rocks and pebbles, large and small, 
were catapulted dewn the mountain and, 
after indescribable churning and bump- 
ing, wound up in a large valley below. 
I did not ask any of the pebbles while 
the slide was in progress what it thought 
of the general situation. If I had and the 
pebble asked had been one of ordinary 
intelligence, the reply probably would have 
been more shocking than illuminating. 

Seriously, I do not see how it is possi- 
ble for any one either to describe the 
present situation or forecast the future 
with anything like accuracy or in any 
words except those of general character. 

It was of course inevitable that the war 
boom should be followed by a season of 
declining prices and stagnant business. 
But in both speed and degree the decline 
in values has in many lines exceeded ex- 
pectations, and.in many others fallen far 
short of expectations, Thus the situation 
is both chaotic and confusing. 

The reassuring feature is that our 
money and credit structure has absorbed 
the shock of what will perhaps go down 
in history as the most violent disturbance 
in our experience without showing signs 
of strain, and is today ready to absorb 
more if need be. 

As to the future, feeling in this district 
is that the early part of 1921 will be dull, 
that there will be some unemployment, 
and that wages will tend to fall. Some 
of our leading business men go even 
farther and prophesy a much longer period 
of dullness. Past experience lends color 
to this latter belief. Recovery from the 
kind of slump we are now having has 
never heretofore come under a year and 
a half from the beginning of the slump 
and often. has come later. True, these 
are days when all kinds of business move- 
ments come more swiftly than ever be- 
fore; and it is possible that just as we 
have made a new record in sliding down, 

we will make another new record in 
climbing up. : 
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My own feeling in the matter is that re- 
covery may easily be slower in coming 
The war 
boom brought us a very bad state of mind. 
Our ideas with regard to compensation and 
values, generally were more disturbed 
than ever before in our history. In these 
days upward and downward movements 
in business are more largely the result 
of our state of mind than of any influence 
which has risen in material things or con- 
ditions. Smooth flowing prosperity can- 
not come until our lost sense of propor- 
tion is restored. The only forces which 
ever have been permanently successful in 
Gestroying false ideas and restoring lost 
sense of proportion are the forces of un- 
pleasant events. It takes time both for 
unpleasant events to happen and for the 
forces which they generate to carry out 
their work of restoration. So it is alto- 
gether likely that those who are looking 
for an early upward swing in business, 
calculated to continue, will be disap- 
pointed. 


than most people now expect. 





EXCESS PROFITS TAX CHIEF OB- 
STACLE TO BUSINESS 
Charles A. Hinsch Optimistic as to General 
Conditions 

President Charles A. Hinsch, of the 
Fifth-Third National Bank of Cincinnati, 
writes : 

I believe deflation in many lines has 
about run its course, but I am not so sure 
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with regard to the present business 
and financial outlook. Two of the 
more striking are reproduced on this 
page. 




















that we know as yet the full effects that 
this process of deflation has brought 
about.- That will best be known after 
we have closed our books for the year 
1920. 

In many lines of endeavor prices have 
in my opinion reached the bottom, and 
in those lines we may anticipate an im- 
provement after the turn of the year. 
Many lines, however, have not witnessed 
the deflation which must necessarily fol- 
low before we can anticipate any decided 
improvement. 

There is an old saying “that things are 
never as good, or as bad as they seem,” 
and this I believe could very properly be 
applied to the present situation. The 
country was probably never in a better 
condition fundamentally to stand the enor- 
mous strain through which it is passing. 
A good part of it is due to our uneconomic 


method of taxation. I refer especially 
to the Excess Profit Tax. Any system of 
taxation is manifestly unjust that makes it 
possible for a concern paying large taxes 
on book profits for the year 1919, that 
through a drastic drop in the inventory 
carried forward, is unable to respond to 
the taxes levied by the Government. 

I have been informed that a very large 
concern that made over $3,000,000 book 
profits during the war, after paying its 
Federal taxes, and writing off the loss on 
its inventory this year, will have worked 
three years without any profit on its capi- 
tal invested. 

Another concern which made a large 
amount of money the first six months of 
this year, lost an amount in excess of 
their profits for the second half of the 
year, through the drop in the market value 
of its inventory, and having elected to 
make its return as of June 30th, is now 
unable to offset its profits with its losses 
for the current year. 

Surely such a system of taxation is so 
manifestly unjust that it should be speed- 
ily repealed. It would seem to me that a 
sales tax of say—1% should be substi- 
tuted, statement and remittances to be 
made monthly to the Federal. Government, 
thus insuring a steady and reliable return 
to the Government of the funds that it 
must have to perform its functions. We 
should have at an early date a revision 
of the tariff which will not only take into 
consideration the difference in labor cost, 
but also take into consideration the handi- 
cap to our merchants and manufacturers 
by reason of the exchange conditions. 

The cost of labor in many lines has not 
yet been deflated. This is especially true 
in the building trades, and we cannot ex- 
pect to move forward with any degree of 
assurance until wages in this line have 
been readjusted in harmony with existing 
conditions. 

On the whole, the financial situation to 
my mind is sound, and the Federal Re- 
serve Banks have proved that they are a 
real bulwark in time of need. 

The Federal Reserve Board is to be com- 
mended for the firm stand it has taken in 
connection with its program of deflation, 
in spite of opposition which has mani- 
fested itself in high places. 

The outlook in a general way I believe 
to be encouraging. We may anticipate 
doing a less volume of business, and our 
paper profits will not be so large, but we 
will be happier and the net result at the 
end of the year, I believe will prove far 
more satisfactory than the conditions un- 
der which we have been operating. 

The creation of the new Corporation 
under the Edge Act, with a potential finan- 
cial strength of $1,100,000,000 should go a 
long way. toward relieving the present 
tense situation in our foreign exchanges, 
and we may anticipate through this 
medium that high grade foreign securities 
may be made available for investment by 
American capital. 


MAGAZINE.OF WALL STREET 


| 















ly 
of 
5 it 
ces 
lat 
ry 
to 


ge 
ok 
its 
on 













Forward Looking Financial Opinions 


Business Men and Bankers Discuss Outlook and Trade Recovery 


RECENT DEPRESSION IS PRODUCING 

- BENEFICIAL RESULTS 
Charles M. Schwab Calls It “Best Thing 

That Could Have Happened” 

“We are building anew at Bethlehem 
while one-half of the existing plant is idle! 
We are doing so because we are confi- 
dent that before long not only these works 
but the whole industry and the industrial 
world of which they are a part will be 
humming with strong activity—humming 
not like a reckless swarm of hornets but 
like an efficient and steadily enriching 
hive of: bees! 

“In the past few years we fell into the 
unfortunate habit of watching our profit 
sheets rather than our cost sheets, a habit 
directly opposed to the conviction of that 
grand old man, Carnegie, who when I 
once reported enthusiastically on amount 
ot our production said, ‘It’s not what we 
made but what it cost to make it!’ 

“Our great steel works with all their 
mighty and minute production have not 
yet perfected one real economy in the mak- 
ing of steel. With us as with the rest of 
the country, as with all business, the pres- 
ent depression is the best thing that could 
have happened inasmuch as it causes us to 
renew the forgotten practice of economy.” 





CONFIDENCE WILL RETURN WITH 
PRICE RECOVERY 


President A. R. Erskine, Studebaker Cor- 
poration, Forecasts Healthier Trade 
Conditions 

“With our great crops, unlimited min- 
eral resources, big merchant marine, and 
100,000,000 intelligent, ingenious people, 
America can and should be prosperous in 
spite of world conditions. Everybody was 
plunging and reckless the year and a half 
following the end of the war, and we 
were due for a tumble, but now that we 
have had it, business can settle down 
and prosper on the lower and healthier 
level of values that have been established 
by liquidation. Enforced liquidation and 
speculation have, in many cases, driven 
prices below values and costs of produc- 
tion. When such extremes are reached, 
prices rebound and confidence slowly re- 
turns. 

“What we need is a stabilization of 
prices at valuation levels, especially for 
farm products, which already are below 
cost of production, and a return of confi- 
dence which will bring buyers back into 
the market. Speaking generally, prices 
of raw materials are liquidated to a valu- 
ation basis, but retail prices for some 
goods are yet too high. This latter situ- 
ation will undoubtedly be cleared up be- 
fore the winter is over, and with the re- 
turn of spring and sunshine people will 
have more ‘pep’ and enthusiasm.” 





CONSERVATIVE BUYING BEST 
UNDER TRADE RESUMPTION 


- Union Trust Co. (Chicago) Warns Against 


Too Sudden Rebound 
“The last two months of the year (1920) 
witnessed a most unusual drop in the 
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price of farm products as well as every 
class of manufactured goods with a result 
that many commodities are offered. for 
sale far below their actual cost of produc- 
tion. In sharp contrast with conditions 
prevailing a year ago, the market has 
passed from control of the sellers to the 
buyers, and the problem confronting 
manufacturers and merchants in every 
section is that of disposing of high priced 
inventories with the least possible loss. 
We are of the opinion that this depression 
cannot be of long duration and with the 
approach of Spring prices should stabilize 
and commerce resume. 

It is desirable, however, that conserva- 
tive buying should attend this resumption. 
Should there be a sudden demand to re- 
place depleted stocks, the prices would 
ascend abnormally as buyers bid against 
each other for their requirements and re- 
action would follow, forcing us to repeat 
the experience from which we are now 
suffering.” 





“ESTATES OF PESSIMISTS WILL PAY 
NO INHERITANCE TAX” 


L. B. Patterson, Chicago Banker, Reports 
Better Times in West 


“In the West, we already feel the up- 
ward trend of renewed business activity. 
Our leading merchants have been steadily 
depleting their stocks until in many cases 
their inventories are already below 
normal. There is consequently a growing 
favorable attitude toward replacement, 
and they are beginning to refill their 
shelves with seasonable goods. Farm 
products, while not bringing the prices 
hoped for by extremists, are in a very 
comfortable economic situation and are 
steadily easing up the financial position 
as they begin to flow to market. And the 
money they bring is not being hoarded, 
but is available for the regular channels 
of trade. It must be borne in mind that 
the farmer will not readily abandon the 
comfortable standards of living which the 
last few years have developed. He, like 
every one else, recognizes the necessity 
for thrift and care in expenditures, but 
he is not going to retrograde in standards. 

“Business may take a slightly different 
form, bat there will be business in good 
volume. The men who are pessimistic 
about our country as a whole—and par- 
ticularly about the great Central West— 
may have a small local following here and 
there, but their estates will pay no large 
inheritance taxes when they die.” 





COUNTRY IN THROES OF TEMPO. 
RARY UNDERCONSUMPTION 
Francis H. Sisson Expects Postponed Buy- 
ing Will Be Keen 

“The curtailment of production which 
inevitably accompanies such industrial re- 
adjustments as we are now experiencing, 
however, will finally prove its own cor- 
rective. We are not in the throes of over- 
production, but merely temporary under- 
consumption. And it is significant in this 
connection to note that when goods are 


offered for sale at retail prices which the 
public believes to be fairly commensurate 
with prevailing wholesale prices and costs 
of reduction they are eagerly bought. 

“Despite the materially lessened pur- 
chasing power in agricultural sections, oc- 
casioned by the precipitate decline in the 
price of farm products and in certain in- 
dustrial sections, because of closed plants 
or the part-time operation of factories and 
reductions in wages, there is still a tre- 
mendous buying power in the United 
States and always will be. When pur- 
chasing is resumed on a large scale it will 
be all the keener by reason of the delay 
and the deficits in present commodity 
stocks. 

“Thus, the existing situation is even 
now devising its own corrective and the 
pendulum of business activity which has 
now swung to the two extremes of its arc 
is already returning to the mean of that 


arc. 





AMERICAN FIGHTING SPIRIT WILL 
ASSURE OUR FOREIGN TRADE 


Edward N. Hurley Says Foreign Dumping 
Can Be Prevented 


“I am optimistic as to the future of our 
foreign trade. All we need is some old 
American fighting spirit. Success of a 
permanent and efficiently operated mer- 
chant marine is more vital to middle west- 
ern manufacturers than their competitors 
near the Atlantic Coast. Government own- 
ership of our fleet would result in ineffi- 
ciency and waste. Government owned 
fleet should be sold as soon as possible to 
private interests at reasonable prices. Ship 
subsidy would spell failure. 

“Total war cost of our ships should be 
charged off, and new world market price 
established at time of their sale. But un- 
der no circumstances should manufac- 
turers and people be taxed to guarantee 
a fixed return on ship investments. Ship 
owners should earn substantial return on 
their investment and government should 
encourage regulation and stabilization of 
ocean rates with foreign shipping inter- 
ests. Uniform ocean freight rates will 
stabilize exports from all nations, and as- 
sist in preventing dumping of surplus 
products at ruinous prices in world mar- 
kets.” 





GOOD STEEL BUSINESS IN NOR- 
MALLY DULL PERIOD 


Judge Gary Expects Usual Dividends to 
Continue 


“In the steel business today those who 
are buying are doing so from the stand- 
point of necessity and this, up to date, 
has secured, for our corporation at least, 
a Satisfactory volume of business, con- 
sidering the times, and will I hope en- 
able us to continue the payment of interest 
and the usual dividends. Under these cir- 
cumstances how could we be other than 
uptimistic? This is the season of the year 
for dull business. And yet, notwithstand. 
ing these conditions and circumstances, we 
are doing a substantial business.” 
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Railroads 
Bonds and Stocks 


November Rail Earnings Reflect Business Depression 


Third Month Under the New Rates Is Less Favorable Than the Two Months Preceding 
By EDWARD GILMAN 


ITH most of the November rail- 

road earnings available, it is com- 

ing to be recognized that a constant 
ratio between the rate level and the wage 
level cannot be relied upon to produce a 
constant net operating income, and pres- 
ent tendencies indicate that the latter may 
vary as much as 50% without any change 
in the ratio between the two levels. 

Recognition that somebody erred in 
assuming a continuation of the 1919 vol- 
ume of traffic was almost immediate, but 
a realization that there was another seri- 
ous error in the application of the wage 
increases has been more leisurely. 

The payrolls during Federal control 
were padded by means of several devices, 
of which the employment of a large num- 
ber of statesmen was only one. When 
the roads were returned to corporate 
operation, it was a simple matter to drop 
unnecessary employees, but it was not 
so easy to unload some of the other bur- 
dens that a bureaucratic control had 
placed on the roads. 

All during Federal control a reclassi- 
fication of employees was going on, the 
general tendency being to raise workers 
from lower to higher classes. With all 
classes thoroughly organized, the railroad 
managements have found it impossible to 
undertake corresponding demotions, which 
are resisted by the workers. 

One illustration will suffice. Of several 
office boys employed in a general depart- 
ment, it will be the duty of one to turn 
off the lights when the force leaves in the 
evening. The boys, with this exception, 
get $75 a month, but the exception, hav- 
ing been reclassified as an electrician, gets 
$175 a month. 

The National Railway Labor Board 
very likely applied its 22% increase in 
wages to the general payroll at a time 
when this bright boy was getting $75 a 
month for answering electric bells, and 
could not have known that he had been 
raised to $175 a month in recognition of 
his technical skill in throwing an electric 
switch. That explains why a given per- 
centage worked out in the office of the 
Railway Labor Board affects the pay- 
rolls less than when it appears in the 
monthly expense accounts of the “indi- 
virual carriers. 

With gross revenue diminished beyond 
expectations and transportation expenses 
increased beyond calculations, it is not 
necessary to look further for the disap- 
pointing showing of the railroads under 
the new rates and wages. 


NEW ENGLAND ROADS 
Bangor & Aroostook is one of the few 


New England roads that continues to 
make a good showing. For three months 
it has obtained a good reflection of the 
rate increase in its gross revenues, and 
has contrived to save for net consider- 
ably more than it would have received 
in the form of Government rental.—vol. 
27, p. 162. 

Maine Central, while doing better 
than some of the others in its region, 
is not saving enough for net to continue 
dividends, which have recently been 
passed. November gross was $2,219,990, 
compared with $1,494,711 in the corre- 
sponding month of 1919, and a good in- 
crease, but most of the gain was absorbed 
by expenses. Net was only $158,001, or 
at the annual rate of about $1,500,000, 
compared with $2,955,697 rental—vol. 24, 
p, 662. 

Boston & Maine continues at a hope- 
less rate of operations. November gross 
increased from $6,467,373 to $7,736,285, 
but on the latter sum the road had an 
operating deficit of $1,299,431. Although 
the company has had three operating 
deficits, this is by far the largest, and it 
is clear that such a condition cannot con- 
tinue long without a receivership.—vol. 27,. 
p. 162. 

New York, New Haven & Hartford 
also had its worst month in November, 
with the result that the operating income 
for the first two months under the new 
rates was reduced about half by the op- 
erating deficit in the third. November 
gross was $11,555,229, compared with 
$9,527,248 in the corresponding month of 
1919, and a fair showing in view of the 
general depression in the road’s territory. 
Expenses continued to run high, however, 
with the result that the company’s deficit 
for the month was $352,480. The small 
income for the three months, after taking 
account of: other income as reported for 
1919, would not run more than one-third 
of fixed charges. vol. 27, p. 162. 

New York Central reported a falling 
off. in both gross and net from October 
and September. For the three months, 
operating net was $13,875,988, or at the 
annual rate of $46,253,000, compared with 
rental of $57,690,588. This property has 
been one of the disappointments, because, 
on account of its showing during Fed- 
eral operation, so much was expected of 
it. However, on the basis of the three 
months, the company is still covering its 
dividend requirements.—vol. 27, p. 164. 


NEW YORK CENTRAL’S SUBSIDIARIES 

Some of New York Central’s subsidia- 
ries are doing much better than the par- 
ent company. 


Cleveland, Cincinnati, Chicago & St. 
Louis, in particular, has had three good 
months. In spite of the fact that the 
road operates in a highly industrialized 
territory, its November gross was $8,062,- 
170, compared with $6,061,072 in Novem- 
ber, 1919, an increase of about 33%. The 
decline of $900,000 from October was no 
more than seasonal. The three months’ 
net was at the annual rate of $11,562,000, 
compared with Government rental of 
$9,938,597.—vol. 27, p. 313. 

Michigan Central did not do so well. 
Its November gross was only $7,732,922, 
compared with $7,000,358 in the same 
month of 1919. The two preceding 
months were favorable, however, with the 
result that net operating income for the 
three months was at the annual rate of 
about $13,000,000, compared with rental 
of $8,052,127.—vol. 27, p. 20. 

Pittsburgh & Lake Erie, another 
Central subsidiary, has made a remark- 
able showing for three months, having 
had the lowest operating ratio of any road 
with the exception of Denver & Rio 
Grande. Out of a gross of $4,391,259 in 
November, the company saved $1,438,564 
for net operating income. This item for 
three months has been at the annual rate 
of about $14,000,000, compared with 
rental of $8,980,219.—vol. 27, p. 20. 

Toledo & Ohio Central has also been 
reporting good results. Its November 
gross of $1,501,684 is an increase of more 
than 150% over the same month last year. 
Net operating income for the three 
months has been at the annual rate of © 
about $4,000,000, compared with standard 
return of $1,086,651—vol. 27, p. 239. 

Kanawha & Michigan improved its 
previous showing in November, with the 
result that the first three months under 
the new rates were equivalent to about 
$1,600,000 net a year, compared with 
rental of $1,295,141. 

Lake Erie & Western has not been 
doing as well as the other New York Cen- 
tral subsidiaries. Its gross in November 
was only $1,083,822, compared with $803,- 
986 in the same month in 1919. Net for 
three months has run at the annual rate 
of $1,205,000, compared with $1,548,542 
rental—vol. 27, p. 238. 

PENNSYLVANIA RAILROAD 


Pennsylvania Railroad, unlike Cen- 
tral, is making a net improvement from 
month to month on a fairly stationary 
gross. For the first three months under 
the new rates gross has run $58,500,000, 
$60,000,000 and $58,000,000. Out of these 
revenues, the company has saved .for net 
operating income $4,066,609, $3,978,621 and 
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$711,760. Even Novembernet-would not 
be at the annual rate of ‘more thar $49,- 
000,000, compared with rental of‘ more 
than $66,000,000.—vol. 27, p. 250. 

Pittsburgh, Cincinnati, Chicago & St. 
Louis has not been doing as well as the 
parent company, and, it being the inten- 
tion to lease this line, the two must be 
considered together. Panhandle has not 
reported for November, but in neither 
September nor October did its gross show 
a fair reflection of the rate increase, 
while it had only a nominal operating 
net for the two months. 

Philadelphia & Reading, among the 
hard coal roads, exhibits the peculiarity 
of showing for November a bigger net 
decline than gross decline from October. 
Out of $9,781,149 gross for November, 
the company saved for net operating in- 
come $1,432,077, and yet saved $2,341,080 
out of $10,583,897 in October. Net for 


the three months was $4,495,964, or at the 
annual rate of $14,986,000, compared with 
rental of .$17,057,230. On account of a 
strike, the company had a very bad Sep- 
tember, 


excluding which, the other two 





vol. 2%<p. 

eh tou Lackawanna & Western, 
since September, has obtained good gross 
results, out of which the net savings have 
been insufficient. In November only 
$1,021,951 net operating income was left 
from $8,606,028 gross. Net for the three 
months was $3,188,004, or an annual rate 
ef about $10,625,000, compared with $15.- 
749,477 rental—vol. 27, p. 164. 

Lehigh Valley fell off in both gross 

and net from October. November gross 
of $7,582,129 compares with $5,705,823 for 
the same month of 1919. Net operating 
income in November was only $761,331. 
The same item for the three months was 
$2,416,706, or at the annual rate of $8,056,- 
000, compared with $11,318,714 rental.— 
vol. 27, p. 240. 
+ Baltimore & Ohio fell off sharply in 
November, when the net operating income 
was only $1,632,361 out of $23,280,351 
gross. Net for the three months was 
$7,414,633, or an annual rate of $24,715,- 
000, compared with $30,035,093 rental._— 
vol. 27, p. 164. 
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ross» In November. 
$3,404,145 in the corresponding month of 
1919. On this gross, $478,954 remained 
for net. In the three months this item 
was $1,635,678, or at the annual rate of 


$5,452,000, compared with rental of 
$3,748,196.—vol. 27, p. 317. 
Wabash had a bad month in No- 


vember, when gross was $5,720,548 and 
net only $277,562; Operating income for 
the three months was at the annual rate 
of $4,858,000, compared with standard re- 
turn of $5,786,352.—vol. 27, p. 239. 


POCAHONTAS REGION 


Chesapeake & Ohio is getting the best 
results of any of the three roads that 
make up the Pocahontas Region, although 
it showed some falling off in November. 
However, gross was $8,500,831, compared 
with $5,354,030 in November, 1919. Net 
in November was only $1,213,008, com- 
pared with $2,572,000 in October, a much 
greater decline than can be explained by 
seasonal fluctuations. Net for the three 
months was at the annual rate of $20,- 
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RESULTS OF THREE MONTHS’ OPERATION OF PRINCIPAL RAILROADS 


only four-fifths of its charges, after in- New York Central is covering its $5 dividend by only a slight 


cluding Louisville & Nashville dividend, a disbursement that is not 
oo and hence has less than nothing to apply on its divi- 
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Baltimore & Ohio shows a fair margin over its 4% preferred divi- 
& Ohio earnings are running at a record rate and nearly 


Milwaukes & St. Paul is earning only four-ifths of its 
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New York, Chicago & St. Louis is just about earning its $5 com- 


New York, New Haven & Hartford's showing places all its securities 
in a nearly ‘hopeless position. 

New York, Ontario & Western is not earning its interest by 10%. 

Norfolk & Western is earning its $7 dividend by too close a margin. 

Northern Pacifico is earning only $5.30 a share compared with $7 


Pere Marquette is earning a substantial sum on its common stock, 





but earnings must increase to continue the I Fr 6% lee 


Cleveland, Cincinnati, Chicago & St. Louis is earning a large return 
on its commen, with « very large margin of safety for its preferred 
a = ae & Hudson is covering its $9 dividend by only a slight 
Dela’ Lack & Western, paying $10 a share, is not 
earning the dividend by as wide a margin as might be wished. 
Denver & Rio Grande earnings oy Fp thee 
bonds good investments or speculatio-s in their various classes. 
Great Northern is covering its #7 dividend iby only © natrow marsin 
Central’s $7 dividend, with earnings running $13, appears 





giving that issue some speculative value. 

St. Louis-San Francisco is still ane the interest on its 6% income 
bonds by a wide margin, and the balance imparts good speculative 
value to the preferred and common stocks. 
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months ran considerably ahead of rental. 
—vol. 27, p. 164. 


OTHER ANTHRACITE CARRIERS 


Central of New Jersey has gone 
steadily down hill from September, for 
which it reported a net operating income 
of $738,000. In November it saved only 
$121,732 out of $5,190,922 gross, although 
the latter was more than a 25% increase 
over the same month last year. For the 
three months net operating income was 
$1,225,000, or at the annual rate of about 
$4,080,000, compared with $9,352,301 
rental.—vol. 26, p. 90. 

Delaware & Hudson also did better 
in September than it has done since. No- 
vember gross was $4,151,759, compared 
with $2,813,113 for the same month of 
1919, a good reflection of the rate in- 
crease, but only $487,308 was saved for 
net operating income. Three: months’ re- 
sults were at the annual rate of $6,565,- 
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Western Maryland is one of the few 
roads whose operating results are running 
ahead of standard return. November 
gross was $2,122,564, compared. with $1,- 
123,170 for the same month last year, 
while net operating income was $402,837 
for the month. ‘For the three months 
this item was $1,238,415, or an annual 
rate of $4,128,000, compared with rental 
of $3,079,593.—vol. 27, p. 234. 


Wheeling & Lake Erie had a small 
operating deficit in November out of a 
gross of $1,886,441. Net for the three 
months was at the annual rate of $1,415,- 
000, against $1,723,315 standard return.— 
vol. 27, p. 239. 


Pere Marquette continues to do well, 
especially in view of the very weak show- 
ing made by the company during the sum- 
mer months, when the company under- 
took. to operate for its own account. This 
is the more surprising because there was 





516,000, compared with $14,588,579 rental. 
—vol. 27, p. 238. 

Norfolk & Western ran about the 
same as in the two preceding months. 


November gross was $9,088,043, com- 
pared with $6,872,061 in the correspond- 
ing month of 1919, but expenses are run- 
ning relatively higher than formerly, with 
the result that net operating income was 
only $1,414,790, or about the same as in 
September and October. For the three 
months this item was $4,283,483, equal to 
the annual rate of $14,275,000, compared 
with rental of $20,711,875.—vol. 27, p. 164. 
The Virginian continued the good re- 
sults of September and October into No- 
vember. In the latter month gross was 
$1,904,669, compared with $1,000,667, an 
increase of 90% against a rate increase 
of 40%. Net for the month was $603,965 
and for the three months $2,150,000. This 
is at the annual rate of about $7,000,000, 
compared with rental of $3,247,603. 





Southern Railway, like most of the 
other companies in its territory, is feel- 
ing severely the effects of the depression 
in that region. November gross was only 
$12,683,820, compared with $11,146,188 in 
November, 1919, a very weak reflection 
of the rate increase. There was saved 
for net operating income only $368,037 in 
the month and only $2,940,409 in the three 
months. This would be at the annual rate 
of about $9,800,000, or not much more 
than half the amount of rental—vol. 27, 
p. 317. 


Atlantic Coast Line is making the 


worst and the most unexpected showing * 


cf any road in the South. Its November 
gross was only $5,829,116, compared with 
35,342,483 in the same month of the pre- 
ceding year. In two months out of three 
it has had an operating deficit, and the 
result of the three months conubined is a 
net of only $298,605, or at the annual rate 
of less than 10% of rental—vol. 27, p. 


250. 


Louisville & Nashville, a subsidiary, 
is doing a little better. This company’s 
November gross was $11,480,954, com- 
pared with $8,825,435 in November, 1919. 
Net in November showed a little change 
from preceding months, and for the three 
months was $2,757,423. This would be at 
the annual rate of about $9,191,000, com- 
pared with $17,310,495 rental—vol. 27, p. 
237. 

Nashville, Chattanooga & St. Louis, 
a subsidiary of Louisville & Nashville and 
ordinarily a very prosperous property, is 
getting virtually no benefit from the rate 
increase. Its November gross was $2,- 
064,144, compared with $1,950,824 in No- 
vember, 1919. Net for the three months 
was only $150,000, or only a nominal sum 
to compare with rental which ran $3,182,- 
089 a year. 


OTHER SOUTHERN ROADS 

Central of Georgia, a subsidiary of 
Illinois Central, is suffering equally with 
other roads in its region. Gross in No- 
vember was $1,979,763, compared with 
$1,901,123 in the same month of the pre- 
ceding year, giving almost no reflection 
of the rate increase. Net for the three 
months has reached only a nominal sum. 

Seaboard Air Line is getting better 
results than most of the roads in its region. 
November gross for the two years is 
$4,277,094, compared with $3,539,893. The 
company has had a substantial net operat- 
ing income each month and for the three 
months $1,744,970. This would be at the 
annual rate of $5,815,000, as against 
$6,497,025 rental—vol. 27, p. 350. 

Illinois Central is making the best 
showing of any road in the South, prob- 
ably because a large part of its mileage is 
not in the South. The large increase in 
gross month by month indicates that the 
company has recovered a great deal of 
business diverted during Federal opera- 
tion. November gross was $13,330,130, 
compared with $8,463,830 in November, 
1919, a gain of nearly 60%. Net for the 
three months has been at the annual rate 
of $19,696,000, a considerable increase over 
standard return.—vol. 27, p. 239. 

Mobile & Ohio, in common with most 
of the subsidiaries of Southern Railway, 
is making a weak showing. Gross for 


each of the three months has rum about 
$1,800,000, while net is at the annual rate 
of about $1,300,000, compared with $2,- 
$97,478 rental. 


Gulf, Mobile & Northern showed the 
same large increase in gross that it has 
reported since September. In November 
this item ran $454,048, compared with 
$271,343 in the same month of 1919, a gain 
of 68% in a region that received a rate 
increase of only 22%. This indicates that 
the company is rapidly regaining the busi- 
ness diverted to competitive lines during 
Federal operation. The road continues to 
report a small monthly deficit, the reason 
for which is fully explained in a special 
article in the preceding issue——vol. 27, 
p. 314. 


CENTRAL WESTERN REGION 


Chicago & Alton has been making a* 
good gross showing, but in November it 
turned the previous operating incomes into 
a deficit. In that month gross was $2,- 
966,589, compared with $1,769,532 in 
November, 1919, reflecting much more 
than the rate increase. On about the same 
gross in September and October, the road 
had a substantial income, but the operating 
deficit in November was $244,402—vol. 
27, p. 386. 


Chicago & Eastern Illinois, a property 
that is about to emerge from receivership 
under a plan of reorganization, has been 
getting much better results than might 
have been expected from the showing dur- 
ing Federal control. In November gross 
was $2,909,411, compared with $1,680,567 
in November, 1919, indicating that the 
Railroad Administration diverted a good 
deal of business from the company. No- 
vember net was $501,411, compared with 
$659,065 in October and $420,435 in Sep- 
tember. The three months net was at. the 
annual rate of $5,169,000, compared with 
$2,946,000 rental. Although some of the 
details have_not been determined upon, 
the tentative plan of reorganization is such 
that the new company, on the above show- 
ing, would have a substantial surplus for 
its common stock.—vol. 26, p. 386. 


Chicago, Rock Island & Pacific’s 
November gross was $12,043,915, com- 
pared with $10,143,411 in November, 1919, 
a very good increase, but the net saving 
was much too small. This item was only 
$632,732 for the month and $3,434,842 for 
the three months, or at the annual rate 
of $11,449,000. The company’s rental was 
$15,800,255. —vol. 27, p. 239. 

Union Pacific System is still making 
a record showing in gross with a very 
sufficient saving for net. November gross 
was $19,547,152, compared with $15,720,- 
959 for the same month of 1919. Net 
operating income was $3,966,987, the 
largest in four years, with the exception 
of November, 1918. During the first three 
months under the new rates, net ran at 
the adjusted annual rate of $54,450,000, 
compared with Government rental of 
$39,369,411.—vol. 27, p. 174. 

Western Pacific, which fell off in No- 
vember, should be considered jointly with 
Denver & Rio Grande, which continues to 
make a remarkably fine showing. Gross 
of the former in November was $1,413,- 
771, out of which the company saved only 
$291,720, although it is ordinarily a prop- 


erty oF very low ing ratio: The 
two propérties jointly earned $4,650,213 
net in the three months, or at the annual 
rate of $15,500,000, This compares with 
a combined standard return of $10,219,727, 
Denver showing an excess over rental of 
nearly 50% and Western Pacific an ex- 
cess of nearly 100%.—vol. 27, p. 312. 


NORTHWESTERN REGION 


Chicago & Northwestern showed a 
bad reversal of form in November, and it 
is probable that the management failed to 
meet the traffic slump by reducing its 
forces. Compared with net incomes of 
around $3,000,000 in September and Octo- 
ber, the company had an operating deficit 
of $58,856 in November, although gross 
was $14,915,511, a fairly good increase 
over the same month of the preceding 
year. On the basis of September and 
October, the company ran _ considerably 
ahead of rental, but the result of the three 
months was at the annual rate of only 
$20,100,000, compared with $23,201,016 
rental.—vol. 27, p. 91. 


Chicago Great Western is getting 
almost no reflection of the rate increase 
in gross, with the result that the three 
months produced only a nominal net 
operating income.—vol. 27, p. 239. 

Chicago, Milwaukee & St. Paul re- 
ported a gross in November of $15,795,- 
504, compared with $12,723,080 in the cor- 
responding month of the preceding year, 
but the net for the month was only 
$1,342,957. Based on three months, the 
annual rate of net was $13,600,000, com- 
pared with $27,945,820 rental—vol. 27, p. 
178. 

Great Northern, compared with the 
roads as a whole, continues to make a very 
good showing. While the increase in 
gross is not equal to the rate increase, the 
company contrives to save a fairly large 
ratio for net. This item in the three 
months was at the annual rate of $25,846,- 
000, compared with $28,666,681 rental.— 
vol. 27, p. 250. 

Northern Pacific, in the same terri- 
tory, is not doing so well. Its November 
gross was only $10,352,569, compared with 
$9,410,240 in November, 1919, and a poor 
reflection of the rate increase. Net for 
the three months was at the annual rate 
of $20,218,000, compared with $30,057,760 
rental_—vol. 27, p. 250. 

Missouri Pacific, in the Southwest- 

ern Region, contained the surprise of the 
November returns, with a gross of $11,- 
777,259, up from $8,038,351 in. November, 
1919. This followed a very unsatisfactory 
September and October. The company’s 
net operating income was $1,852,836, com- 
pared with $1,322,681 in October and only 
$458,750 in September. Net for the three 
months, pulled down by the bad Septem- 
ber, was at the annual rate of $12,114,000, 
compared with $14,206,814 rental—vol. 27, 
p. 239. . 
_ St. Louis-San Francisco showed some 
falling off in November from October, but 
the decline was no more than seasonal. 
Out of a November gross of $8,935,288, 
the company saved for net operating in- 
come $1,498,906. This item for the three 
months was at the annual’ rate of $17,- 
179,000, compared with $13,415,519 rental. 
—vol. 27, p. 239. 
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Denver & Rio Grande Railroad Co. 








Possibilities of D. & R. G. Refunding 5s 


A Low Priced Bond, Interest on Which Is Protected by a Very Wide Margin of Earnings 





N spite of the road’s high earnings, 
Denver & Rio Grande Railroad’s first 
and refunding 5% bonds have never 
been recommended by THE MAGAZINE OF 
\\ALL STREET, even as a speculation, be- 
cause of the risk involved in the unknown 
treatment that might be accorded to this 
issue in a reorganization that for a long 
time has seemed inevitable. Now that 
the Western Pacific has made an offer for 
the bonds, the least that holders can re- 
ive is known. 

The company has outstanding about 
$79,000,000 underlying bonds: that cannot 

disturbed in a reorganization. Follow- 
ing these issues are $31,500,000 first and 
refunding 5s and $10,000,000 adjustment 
7s, or a total mortgage debt of about 
$120,500,000, leaving an equity for West- 
ern Pacific of approximately $20,000,000, 

the value of the Utah Fuel Company 
be omitted. 

It will be seen from the foregoing that 
the mortgage debt is too high in ratio to 
the value of the property to permit of 
further financing through the flotation of 
bonds. It is to the interest of all con- 
cerned to remove this topheaviness and 
substitute a sound financial structure, and 
to effect such a readjustment Western 
Pacific has made an offer of exchange. 

The offer provides 50% of new 5% 
bonds to be issued under a closed mort- 
gage, with arrangements for the creation 
of a new, open, prior lien mortgage, and 
50% of new cumulative 7% preferred 
stock, on which it is expected dividends 
will be earned and paid from the start. 
Thus the holder of a $1,000 bond would 
receive a new $500 5% bond and five 
shares of 7% stock, giving him an aver- 
age return of 6% as applied to the par 
value of his present holdings. 

It is not intended to issue immediately 
ny bonds under the new prior lien mort- 
gage, so that the position of the 50% of 
new bonds received by holders of first 
and refunding 5s would not be changed 
for the time being. For the $12,000,000 
of new money which Western Pacific has 
engaged to spend on the property, it will 
accept common stock, junior in every par- 
ticular to each of the new equities re- 
ceived by assenting bondholders. The 
creation of the prior lien mortgage is pri- 
marily for refunding purposes, as the 
present 5s are unsuitable for that purpose. 


Bonds Falling Due 


Denver has a good many comparatively 
short maturities, including $8,335,000 5s 
in 1928, $35,570,000 4s and $6,382,000 4%4s 
in 1936 and $15,190,000 4s in 1939. Un- 
der the present form of organization, the 
company would be confronted with the 
likelihood of another receivership in 1928 
when the improvement 5s fall due. It is 
to meet these maturities that a new prior 
lien mortgage is chiefly needed. 
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By CHARLES REMINGTON 


I believe that there is more risk to hold- 
ers of Denver refunding 5s in resisting the 
reorganization than in accepting Western 
Pacific’s offer. Those who take a differ- 
ent view hold that Western Pacific must 
accomplish a physical rehabilitation of 
Denver in any event and that the new 
money will increase the margin of safety 
for the refunding 5s. This is a faulty 
view of the situation. 

The three chief physical needs of the 
Denver & Rio Grande are locomotives, 
new shops and ballasting. If the bond- 
holders assent to the reorganization plan, 
these needs will be supplied by Western 
Pacific without creating any Denver obli- 
gations senior to the proposed 7% cumu- 
lative preferred stock. If the bondholders 
dissent, Western Pacific may pursue a 
different course. 

For instance, Western Pacific may pur- 
chase the locomotives and rent them to 
Denver, still retaining title to the proup- 
erty. It can also construct the new shops 
and either lease them to Denver or op- 
erate them for the maintenance of Denver 
equipment, collecting a proper charge. 


As for the ballasting which is~greatly* 


needed to reduce maintenance of way 
costs, Western Pacific could take refund- 
ing bonds for the money expended, and 
this, of course, would increase the amount 
outstanding. In spite of the high rate of 
earnings, therefore, it will be seen that 
not all the arguments are on the side of 
the holders of these bonds. 4 
At present the bondholders possess a 





net operating income for three months 
under the new rates has been projected 
for a year and adjusted for seasonal 
fluctuations of traffic. 

On this basis, Denver would have $8,- 
236,260 to cover $1,575,000 interest on the 


refunding 5s, provided the structure re- 
mains as at present, or more than five 
times the requirement. Expressed in an- 


other manner, the company would have 
$11,518,000 to cover all its fixed interest, 
amounting to $4,857,000, or 2.4 times the 
requirement. 

Under the proposed plan of reorgani- 
zation, Denver would have $8,236,260 to 
cover $787,500 interest on the proposed 
5% bonds, issued in lieu of the present 
refunding 5s, or more than ten times the 
requirement. If all the fixed interest be 
lumped, the company would have $11,518,- 
000 to meet $4,069,000, or 28 times the 
requirement. 

After all interest charges, under the plan 
of reorganization, Denver would have 
$7,448,760 to cover $1,802,500 preferred 
dividends, or more than four times the 
requirement. As Western Pacific would 
hold $10,000,000 of the 7% cumulative 
preferred stock, compared with $15,750,- 
000 to be issued to holders of the existing 
refunding 5s, there would be every reason 
for the controlling company to retain the 
senior stock on a dividend basis. That, 
as a matter of fact, is the intention. 

Of the $31,500,000 first and refunding 
bonds outstanding, all but $5,600,000 are 
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5% security of an unsound company. 
Following the exchange, they will possess 
securities of a sound company averaging 
6%. Hence, the exchange is not without 


compensatory features. 
Interest Amply Protected 


The table shows the application of in- 
come to interest on the Denver refunding 
5s as they stand and to the charges and 
requirements of the equivalent securities 
under the plan of reorganization. Actual 


free bonds, this sum representing deposited 
bonds, against which Bankers’ Trust Com- 
pany certificates have been issued and 
listed on the New York Stock Exchange. 
As the protective committee’s expenses 
are limited to $10 a bond, or one point, 
there is no reason why the certificates 
should sell more than two or three points 
below the free bonds, although they fre- 
quently sell lower. 

The bonds are now selling around 45 

(Continued on page 436) 
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Baldwin Locomotive Works 





Industrials 
Bonds and Stocks 


Baldwin’s Future Bulwarked by Recent Prosperity 


Ultra-Conservative Management, Having Stored Away Greater Part of Huge Yearly Incomes, 
Has Nothing to Fear from Temporary Depression 


LTHOUGH the general industrial out- 

look may appear unfavorable, the 

manufacturers of railroad equipment 
are in a distinctive field and there is little 
to suggest that they face readjustment on 
the scale that may be required of indus- 
trial companies of other types. Manufac- 
turers of locomotives, specifically, are in 
an even more secure position than the 
makers of general equipment; and any- 
thirig like normal replacement demand and 
additions should provide a fair amount of 
business for the major locomotive con- 
cerns no matter whether depression on the 
scale calamity howlers expect it develops 
or not. 

This does not mean, however, that the 
locomotive companies are certain to be 
flooded with orders. Special factors will 
tend to limit the possibilities in this field 
even for 1921 and an intelligent survey of 
such concerns as Baldwin Locomotive 
should take these factors into considera- 
tion. Over-optimistic notions concerning 
the prospects of the locomotive makers 
have no greater justification than extreme 
pessimism. 


Some Locomotive Figures 


Early in 1920 it. was claimed that 5,000 
locomotives would be produced in 1920 
for domestic use and for export. As a 
matter of fact, the total number produced 
probably did not exceed 1,800. This com- 
pares with 2,585 in 1917, 3,668 in 1918 
and 2,162 in 1919. In other words, the 
locomotive manufacturers produced less 
units in 1920 than in any of the preceding 
three years. 

There is little in sight to suggest that 
the record for 1921 will be very much bet- 
ter, and there are four reasons why. One 
is that the railroads are not in any too 
good a position, so far as purchasing 
power is concerned, as the result of gen- 
eral financial conditions. The second is 
that export credit arrangements on the 
present basis are no longer satisfactory 
to the equipment makers. The third is 
that the locomotives now being built have 
a much greater tractive power than those 
built previously, thereby cutting into the 
number of locomotives it is necessary to 
build. The fourth reason is that repair 
work has advanced to a point which has 
made it, possible. to vastly increase 
the life of a locomotive, thus limiting re- 
placement necessities. This latter, how- 
ever, is not so bad a feature as it. looks, 
for the reason that the big locomotive 


By JOHN T. WINDSOR 


makers get the lion’s share of the lucra- 
tive repair business, few of the railroad 
companies having facilities for anything 
more than temporary repairs. 

Of the total number of locomotives 























BALDWIN LOCOMOTIVE 
Table I—Working Capital 
Current 
Assets 
1918.. $15,735,635 
1914.. 13,391,638 
1915.. 19,023,210 
1916.. 27,107,882 
1917.. 38,811,325 
1918.. 40,508.237 
31,772,355 























manufactured last year, an abnormally 
large percentage went into export use. 
Not forgetting the locomotive require- 
ments of Europe and other parts of the 
world, it is a question whether anything 
like 1920’s volume of foreign sales can 
be kept up. Credit conditions “are the 


main obstacle, and the locomotive makers 
are not likely to be hasty in accepting 
orders where there is a question as to 
ultimate payment. At the same time, do- 
mestic orders may increase to a point to 
offset any possible decrease in foreign 
orders. 

Altogether, the contributing factors 
seem to about balance one another, and 
it looks as though Baldwin, American Lo- 
comotive and the others have a fairly 
active year ahead of them, with the possi- 
bility always existing that conditions may 
become very much better. 


The Present Situation 


During the past few months, there has 
been a perceptible decline in locomotive 
orders, both for domestic and foreign use. 
This is particularly true of the latter; and, 
as Baldwin makes about 48% of the loco- 
motives exported from this country, it is 
obvious that a decline in export business 
will affect the company to some éxtent. 
This may not be such an unfavorable 
feature, however, as some of the export 
business which has been coming into the 
company has not been of the highest 
grade. For example, there is a bare pos- 
sibility that the company may get some 
disagreeable results from its big Polish 


‘contract, although I have not seen this 


mentioned anywhere. 

Early last year, Baldwin received and 
filled an order for $7,000,000 worth of 
railroad equipment for the Polish Gov- 
ernment, from which it*received as pay- 
ment 10-year treasury notes. Using this 
as collateral, the company proceeded to 
borrow $6,000,000 from the War Finance 
Corporation, the understanding being that 
Baldwin ‘was responsible for the payment 
of the treasury notes. Now it happens that 
Polish finances are in none too good a 
condition, and it is at least logical to 
speculate as to the possible outcome 
should Polish affairs become seriously 
compromised. This is only a suggestion, 
and is merely brought up to show the 
nature of some of our export business. 
Locomotive manufacturers, no doubt, un- 
der present conditions, would prefer to 
do business closer at home. 


High Earnings Have Squeezed Out Water 

Whatever the present situation and pos- 
sible future, Baldwin has certainly profited 
exceedingly from war conditions. At one 
time the common stock represented a fair 
proportion of water. This has been all 
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squeezed out since. All values behind 
Baldwin capitalization represent actual 
equities and all intangible assets have 
been written-off. Thus the company has 
written down good-will and other intangi- 
ble assets by $16,699,299, wiping out that 
item entirely. The surplus as of Dec. 31, 
1919, amounting to $11,332,160, is appar- 
eutly a real item based on tangible values. 

The immensely improved financial con- 
dition of the company is due to the very 
large earnings of 1915-1919.. (See Graph 
1.) In that period, Baldwin earned 
$132.68 a share on its common stock. Of 
this amount only 344% was paid out in 
ividends, leaving a surplus of $129.18 a 
hare. These earnings include revenue 
rom .its subsidiary, the Standard Steel 
Vorks Co. There have been some ad- 
istments, chargeable to profit and loss 
surplus, however, bringing down the sur- 
lus to $119.46 a share. Upon complete 
juidation of the Eddystone Munition 
Co., which took care of Baldwin’s munition 
business during the war, $9.61 further 
should be added to surplus, bringing the 
total surplus for the years 1915-1919 to 
$129.07 a share. 


Working Capital Increased 


Since 1916, working capital has shown 

steady inmorease. Combined working 
capital of Baldwin and Standard Steel as 
f Dec. 31, 1919, amounted to $28,216,325. 
Of this amount, $24,078,479 was for Bald- 
win account (see Table 1), comparing 
with $7,475,249 as of the end of 1916. A 
high. proportion of current assets are 
iquid,..approximately 52%, consisting of 
$4,055,893 in cash and $8,647,577 in Lib- 
erty bonds and other marketable securi- 
Inventories, at the close of 1919, 
were carried at the conservative figure of 
$13,798,145 as against $25,331,233 at the 
end of 1918 and $25,937,164 at the end of 
1917. Owing to the fact that the com- 
any has published nothing which would 
indicate the present size of its inventory 
account, it is impossible to accurately esti- 
mate where this stands now. However, 
considering the conservative policy - fol- 
lowed by the company in recent years, it 
s to be doubted whether inventories are 


ties, 


now being carried at any appreciably 
greater figure than in 1919. 

The company swings an annual business 
of $80,000,000, roughly speaking. In 1919 
gross sales amounted to $84,000,000 with 
a ratio (see Table Il) of 28.57% between 
working capital and gross sales. This 
was a better record than for any year 
since 1916. Nevertheless it is by no means 
as good a record as for the period 1911- 
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1915, 
high as 102.50% and in no year in that 
period fell below 35.80%. At that time the 
biggest volume of business was $37,630,- 
969, which is approximately 50% of the 
present annual turnover. 

While present working capital is satis- 
factory, it is evident that the steady in- 
crease in gross sales requires a policy that 
will conserve working capital as much as 
possible. This has been clearly recog- 
nized by the Baldwin executives, which 
explains why, despite very large earnings, 
they resisted the impulse to declare divi- 
dends until late in 1919. 


when the above ratio got up to as. 


Under the circumstances, it is to be 
doubted whether the present dividend rate 
of $7 annually will be increased, notwith- 
standing the high rate of earnings. 


Ultra-Conservative Policy of Management 


At th’s point a word should be said 
concerning the ultra-conservative course 
of the Baldwin management, The general 
policy has been to “disregard” share- 
holders and concentrate on the business of 
building up a concern that would be in a 
position to resist adverse developments. 
Despite the fact that it would be justified 
in so doing, the company has refrained 
from adding to capitalization via the pop- 
ular route of stock dividends. Indeed, in- 
stead of adding to capitalization, Baldwin 
has reduced ‘it by retiring $1,098,000 of 
the $10,000,000 Ist mortgage ~ sinking 
fund 5s. 

In answer to the occasionally heard re- 
ports that a stock dividend will be de- 
clared by the company, it may be defi- 
nitely stated that any such action is highly 
remote. 

On the business end, great efficiency 
has been attained. Thus the ratio of op- 
erating expenses to gross sales has re- 
mained practically stationary during the 
past 10 years, notwithstanding the great 
disadvantages obtaining with regard to in- 
creased costs. The company averages 
about 10% net on its gross business, which 
is a small profit, but which ensures a 
turnover of capital of about three times 
a year. 

The company did between $75,000,000 
and $85,000,000 worth of business in 1920. 
Assuming net profits to equal 10%, this 
would mean net earnings for that year of 
about $7,500,000-$8,500,000, or roughly $22 
a Share on the common stock. Nor 
dces it compare favorably with the record 
for 1918 and 1917, when $51.21 a share 
and $40.22 a share were earned respec- 
tively. 


As to Baldwin Securities 


As of Dec. 31, 1919, total capitalization 
of Baldwin, including bonds of controlled 
(Continued on page 424) 
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BUILDING A BIG FREIGHT LOCOMOTIVE IN THE PHILADELPHIA SHOPS OF THE BALDWIN WORKS. 
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Advance-Rumely Company 








A Rumely Oil Tractor hauling 1,110 bushels of barley grown on a Montana farm 


Smaller Earnings Probable for Makers of Farm Machinery 


Advance-Rumely’s Strong Financial Position, However, Will Act as Safeguard Against Trade 
Recession—Preferred Dividends Seem Secure 


HE healthy growth of Advance- 
Rumely during the past few years 
may be directly attributed, first, to the 

great stimulus given the agricultural ma- 
chinery-making industry by the war, and, 
second, to the beneficial effects of the re- 
organization which took place in 1915. 
While Advance-Rumely, in its present 
form, is of comparatively recent origin, 


the company, through its derivatives, dates” 


back to 1853. At that time it was known 
as the M. Rumely Company. This latter 
was incorporated in Indiana in 1887. 

In the period 1913-1915, the M. Rumely 
Company found itself operating at a loss, 
and being unable to redeem some $7,000,- 
000 of farmers’ notes, hypothecated with 
the banks in 1914, was forced into receiver- 
ship in the early part of 1915. Within a 
few months the company was completely 
reorganized, with the Advance-Rumely 
Company taking over the entire business, 
property and assets of the old company. 
At the same time the capitalization was 
scaled down from $33,650,000 to $29,750,- 
000 and has since been further reduced to 
$27,092,000. 

The reduction in the capitalization, 
however, does not fully explain the im- 
provement in the company’s affairs. The 
important point is that, where the funded 
debt of the company totaled $12,120,589 it 
now amounts to only $842,000 in 6% gold 
debentures, due 1925; the balance of the 
present capitalization, consisting of $12,- 
500,000 6% cumulative preferred stock 
($°00 par value) and $13,750,000 common 
stock of the same par value. With the 
company’s creditors’ obligations vastly re- 
duced, the present financial structure, 
therefore, must be considered a decided 
improvement over the old. one, and ac- 
counts in great part for the ability of the 
company to make the good showing it has 
made in the past few years. 

The Company’s Activities 

Advance-Rumely is one of the more im- 
‘portant agricultural machinery-making 
companies in the United States. At the 
time the property was taken over from the 
old M. Rumely Comipany, it consisted of 
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five manufacturing plants at La Porte, 
Ind.; Battle Creek, Mich. ; Richmond, Ind. ; 
Stillwater, Minn, and Toronto, Ont. 
These were too widely scattered to insure 
economical operation, and the directors 
decided to dispose of the Richmond and 
Stillwater plants. These were sold in 1917, 
the company confining its manufacturing 
activities to the remaining three plants. 
The company’s plants are admirably 
situated with regard to the great agri- 
cultural communities of the Northwest and 
Canada, which it supplies. The line of 
goods manufactured by the company is 
extensive, and designed to meet practically 
all machinery needs of the farmer. Among 
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the products manufactured are tractors of 
various sizes and descriptions, grain and 
rice separators, clover and alfalfa hullers, 
fuel and water tanks, tractor ploughs and 
other accessories. 

Owing to the great war and post-war 
demand for agricultural products and 
consequently for labor-saving farm ma- 
chinery, Advance-Rumely prospered ex- 
ceedingly. Thus, in 1919, its plants were 
operated at capacity and showed a full 
100% increase in production over the 
previous year. 

Earnings Largely Increased 

Since 1916 the company’s earnings have 
increased at a rate equaled by few cor- 
porations. The accompanying. table brings 
this out very clearly. In the four years, 
1916-1919, earnings on the preferred stock 
advanced from 2.27% to 19.21%. At the 
same time the common stock, which 
earned nothing in 1916 and 1917, started 
to reflect the growing activity of the com- 
pany, and in 1918 showed a return of 
3.19%, which was increased to 12.02% in 
1919. 

Owing to conditions in the agricultural 
world, it is not believed that earnings for 
1920 will be nearly so satisfactory as those 
of last year. Nevertheless, according to 
a recent statement by the president of the 
corporation, there will be a fair surplus, 
estimated at about 6% for the common 
stock after all charges, including debenture 
interest and dividends on the preferred 
stock. 

It is thus apparent that the company has 
a relatively high earning power when busi- 
ness is good. The question now presents 
itself as to what the outlook is for next 
year. It is well to bear in mind that the 
farmer has been very much affected by 
recent economic changes. His buying 
power has been curtailed. This develop- 
ment is bound to be reflected in a drop in 
demand even for such necessities as agri- 
cultural machinery. Furthermore, a good 
share of next year’s purchases will be 
made only upon securing credit from the 
seller. This probably . means. that,. Ad- 
vance-Rumely and similar companies will 
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have to extend very liberal credit if they 
wish to secure a fair amount of business. 
In any case, the outlook for this company 
cannot be disassociated from the general 
economic situation, especially as it bears 
on the farming interests and for this rea- 
son, I should be inclined to think that a 
period of smaller earnings is in sight for 

. 1921 unless the general situation should 
improve shortly. 


Adequate Working Capital 


Realizing that a period of curtailed 
operations is probably in sight, it is of par- 
ticular interest to scrutinize the com- 
pany’s financial condition. So far as 
working capital is concerned the company 
is in a strong position. Thus on Oct. 31, 
1920, current assets amounted to $16,- 
372,000 against current liabilities of only 
$2,169,000, leaving net current assets of 
$13,752,000. _ Inventories, while above 
those of 1919, are not excessive, the amount 
being $9,500,000 as of Oct. 31, 1920, as 
compared with $8,321,600 at the close of 
1919. However, the increased invento- 
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ries necessitated the borrowing of $1,- 
400,000 from the banks, something which 
the company had avoided up to this year. 
This amount, of course, is included in cur- 
rent liabilities. The only other obligation 
other than the above-mentioned liabilities 
consists of .$842,000 in the 10-year 6% 
debentures due 1925. 


The Preferred Stock 


Investment interest centers in the 6% 
cumulative preferred stock of which there 
are 125,000 shares authorized and out- 
standing. This stock has declined from 


‘the year’s high of 72: to a low of about 


42. Since then it has recovered to 52 
where it yields over 11%. While it is 
impossible to predict for a whole year in 
advance, it is my opinion, even conceding 
that earnings will decline, that there is 
nothing to suggest that the $6 dividend 
cannot be earned by a margin wide enough 
to permit the regular disbursement. In 
that case, the stock would seem to be 
attractive at these levels for a speculative 
investment. 


The figures show that current assets 
are sufficient to discharge all liabilities of 
every kind, pay in full for the preferred 
stock and still leave a small balance for 
the common stock, not including the phys- 
ical property which is carried at $5,887,- 
000. Total assets applicable to the $13,- 
750,000 common stock amount to $6,400,- 
000, leaving a net asset value per share of 
about $46. This calculation disregards 
completely $13,000,000 good-will. Neither 
does it take into consideration that the 
present appraiséd value of the property 
is claimed to be in excess of the amount 
carried on the books, so that estimates of 
$46 a share, net asset value of the com- 
mon stock, are extremely conservative. 

The net conclusion on these general 
figures concerning the company’s finan- 
cial position is that it should be able to 
withstand a period of declining earnings, 
such as is likely to take place. 

The common stock is not particularly 
attractive, except as a long range specu- 
lation, as dividends are hardly probable 
for some time to come.—vol. 24, p. 304. 


Paper Prices Hold Their Own 


Great Demand Keeps Mills Working at Capacity—American Writing Paper’s Current Earn- 
ings $20 Per Share—Accumulated Preferred Dividends Are 1371%A4% 


APER seems to be one commodity 
whose price is not apt to share in 
the downward course of prices of 

commodities in general. Warehouses 
are full of stocks of silk, wool, tires, 
leather, etc., but paper merchants “and 
*manufacturers have depleted stocks. 
This scant supply is to be accounted for 
by the great demand for paper and by 
the scarcity and consequent high prices 
of raw materials necessary in its manu- 
facture. 

The diminishing paper and lumber 
sources have caused a scientific cultiva- 
tion of forest land in several places. 
The College of Forestry at Syracuse, 
New York, not so long ago bought 
5,000 acres of forest land on which it 
has planted several hundred thousand 
evergreens for experimental purposes. 
This industry is being urged upon the 
Government and private owners. The 
forest land owned by 'the United States 
is six times the area of the state of 
Pennsylvania, and it should be culti- 
vated scientifically. If paper consump- 
tion continues to increase at the rate 
of the past few years, intensive tree- 
growing will have to be resorted to on 
a huge scale if we do not want our 
forests to be exhausted. 

As this article is chiefly concerned 
with a writing paper manufacturing 
company, the references to advertising, 
etc.; may seem irrelevant, but it should 
be considered that practically all 
papers, whether they be used for news- 
are made.from essentially the same 
materials, and what affects one affects 
all. 


American Writing Paper's Organization 


This. company was incorporated in 
1899 as a consolidation of 31 plants 
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having a combined capacity of 350 tons 
per day. These plants at the time 
controlled 84% of the fine writing paper 
output of New England and 76% of the 
output of the entire country. At pres- 
ent the company has 26 plants, 16 of 
which are located in Holyoke, Mass., 4 
iti other Massachusetts cities, 3 in Con- 
necticut, 2 in Ohio and one in Wiscon- 
sin. The plants have water and steam 
and their aggregate output is fully 350 
tons of the company’s products. Each 
mill specializes in certain products. To 
operate the 26 mills, in which there are 
54 paper-making machines, about 5,000 
people are employed. 

The American Writing Paper Com- 
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pany is the largest concern in the 
United States to manufacture high 
class paper for writing paper, books, 
condensers, etc., the company’s products 
in this line being over 25% of the 
country’s total. It takés~'the lead in 
fixing prices. On January 19, 1920, the 
company advanced the prices of all its 
products 20%, and other companies 
were quick to follow suit. High costs 
of raw materials and labor made the 
higher quotations necessary. 

The company has a strong central 
organization, special departments of 
which have charge of the purchasing of 
raw materials, selling of products, etc., 
thereby assuring greater economy. 
There is a department of technical con- 
trol in charge of technical work and 
management,and close co-operation ex- 
ists between managers and mill men. 
The research department, the largest in 
the paper industry, thoroughly inspects 
and tests all raw materials and sees 
that finished products are up to the 
standard. All rule of thumb methods 
have been eliminated and papers are 
made to strict specification. 

A special commissioner, who is fa- 
miliar with both the employers’ and 
employees’ points of view, has charge 
of all questions regarding labor, and 
troubles have been few. In May of 
this year, however, there was a strike 
of 700 employees who wanted their 
hourly wages increased from 56 cents 
to 70 cents. At the end of three weeks, 
during which the mills were operated 
at capacity, the men voluntarily re- 
turned to work: 


Financial 
The company has outstanding bonds 
to the amount of $9,295,000, of an au- 
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thorized $12,000,000, which were issued 
in January, 1919, principally to refund 
$11,000,000 of 5% bonds maturing July 
1, 1919. The cost of the re-financing 
was Only about $250,000. The bonds 
now outstandifig are due in 1939, and 
bear interest) at the rate of 7% per 
annum up to the termination of war 
between the United States and Ger- 
many as proclaimed by this country, 
and thereafter at the rate of 6%. They 
are secured by a first mortgage on the 
entire property of the company, carried 
on the balance sheet at $15,320,268. The 
company has been purchasing its bonds 
in the open market, holding them in 
the treasury. Sinking fund provisions 
require. that 25% of net earnings each 
year shall be used for the retirement of 
the bonds. For the past five years, the 
average income available for interest 
payment on the bonds has been $1,668,- 
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909, while the interest requirement has 
been $650,650. At the present price of 
about 75%, the yield, figured on a 6% 
basis, is about 8.80%. 

While American Writing has man- 


aged to earn more than the interest re-" 


quirements on its bonds, the average 
income available in the last five years 
for dividends on its $12,500,000 pre- 
ferred stock has been $847,087, whereas 
the annual requirement is $875,000; 
moreover, as only 10% has been paid on 
the preferred stock since organization 
in 1899, and it is cumulative, unpaid 
dividends accrued amounted to about 
137%4% on June 30, 1920. No dividends 
have been paid on the common stock. 


Earnings Improve 


Earnings fér*1920 are estimated at 
$20 per preferred share as against $3.48 
per share in 1919. This improvement 


is attributed to economical operating 
methods, standardization and a reor- 
ganization of sales methods rather than 
to any great increase in paper consump- * 
tion. The mills are all kept busy and 
incoming orders seem to point to a 
continuance of the present earning rate. 
If earnings keep up at this rate and the 
company continues to show a good. 
margin over 7% dividend requirements 
in 1921, it is reasonable to expect that 
the question of dividends will be con- 
sidered by the company. 


Conclusion 


In view of the increased earning 
power of the company and the favor- 
able prospects for its continuance, to- 
gether with the consideration of the 
solid value back of these first mort- 
gage bonds, the American Writing 

(Continued on page 427) 


Loew Theatres Have World’s Largest Seating Capacity 


Vaudeville-Pictures Combination Is Most Pepular Type of Show—Stock Issues Keep Pace 


with Expansion of the Company 


N 1905 the only house that bore the 
name of Loew was an insignificant 
“penny arcade” in Cincinnati. Today 

more than 100 theatres “Bring Happiness 
to Millions,” according to the big electric 
sign on Loew’s New York Theater on 
Broadway. 

The box-office receipts of the “penny 
arcade” operated by Marcus Loew and 
David Warfield were tripled when a 
movie machine was installed in 1907; and 
jt was the success of these first motion 
pictures in Cincinnati that indicated to 
Mr. Loew the great possibilities of the 
screen. He immediately set out to build 
up the chain of theatres which he now 
controls, comprising the largest in the 
world with. respect to seating capacity. 
When he first came to New York he 
rented empty stores and lofts for his pic- 
tures and found that 
they paid as well in 
New York as in Cin- 
cinnati, although the 
admission price in 
the early days was 
as a rule only 5 
cents. 

Mr. Loew was the 
first to combine 
vaudeville with pic- 
tures and he pre- 
sented his first show 
of this kind, at an 
increased admission 
price, in a theatre 
acquired in Brook- 
lyn. It is said that 
the first performance 
was given before an 
audience consisting 
of one lone man. 
Nevertheless at the 
end of the year the 
profits were $60,- 
000. 
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Links Increased Rapidly 

From that time on the successive links 
in the Loew theatre chain have been 
forged quickly and it is still growing at 
an amazing rate. To celebrate this 
growth and success, November 8 to 13 
was designated as Anniversary Week in 
all Loew theatres, it being the 15th anni- 
versary of the establishment of the little 
moving picture theatre in Cincinnati. Dur- 
ing Anniversary Week stock was offered 
to patrons of the theatres at $22 per 
share, payable in installment covering 6 
months, with a limit of 25 shares per 
purchaser. 

At present Loew’s Greater New York 
theatres have a seating capacity of nearly 
53,000. The total capacity of Loew thea- 
tres in the United States and Canada is 
over 150,000 and will exceed 200,000 upon 


PERSONAL APPEARANCE NIGHT AT LOEW’S 
Clara Kimball Young appearing “in person” in the costume of the character 


worn in the film play 


completion of houses under construction. 
Including the latter, the Loew’s Incorpor- 
ated chain comprises 103 theatres, located 
in 13 states, the District of Columbia and 
Canada. Cities having two or more Loew 
theatres include: New York, 34; Cleve- 
land, 8; Boston, 4; Rochester, 4; San 
Francisco, 4; Memphis, 3; and Kansas 
City (Mo.), Los Angeles, Sacramento, 
Stockton, St. Louis, Washington, Mont- 
real and Toronto, 2 each. 

Loew’s Incorporated owns and operates 
its own booking agency to provide vaude- 
ville acts for its own and for other thea- 
tres.. In addition to the 103 theatres of 
the Loew chain, the booking agency sup- 
plies 44 other theatres with Loew vaude- 
ville talent. 

All of the Loew houses show either 


- vaudeville and pictures or pictures alone. 


The admission prices 
range from 15 to 60 
cents. The enter- 
tainment is of good 
quality and well- 
filled houses evidence 
the popularity of 
Loew shows. At the 
present rate, it is 
estimated that over 
80,000,000 patrons a 
year attend these 
theatres; and next 
year’s attendance is 


expected to be 140,- 


y 


Metro Pictures 
Acquired 

In January of this 
year, Loew’s Incor- 
porated acquired full 
ownership of: the 
Metro Pictures 
Corporation, “h’a v - 
ing headquarters and 


MAGAZINE OF WALL STREET 

















Photo by Brown Bros. 





one studio in New York, branches in 
27 American cities and agencies in for- 
eign lands. In its Hollywood, California, 
studio, 12 companies can make feature 
pictures at the same time and plans have 
been drawn for a studio on Long Island 
also to care for a dozen companies at 


once. Metro screen stars include: Nazi- 
mova, Alice Lake, Bert Lytell, Viola 
Dana, May Allison, Emma Dunn, Hope 
Hampton, Mitchell Lewis, Ina Claire, 


Doraldina, Wm. H. Crane, Buster Keaton, 
Robert Harron and Taylor Holmes. 

The very extent of the Loew enterprises 
makes for-economy. A single purchasing 
department diminishes duplication and 
large quantities of materials can be bought 
at cheaper rates than small quantities. 
Longer contracts can be made with per- 
formers and at a lower rate and pictures 
can be secured at reduced cost. The sav- 
ings thus effected are considerable. 

Loew’s Incorporated was organized 
October 18, 1919, and acquired by pur- 
chase for cash the entire issue of pre- 
ferred stock ($500,000) of the Loew’s 
Theatrical Enterprises, $3,965,000 of the 
$4,000,000 common stock issued ($4,500,- 
000 authorized) by the same concern and 
the total issue of 10,000 shares (author- 
ized 50,000 shares) of the Marcus Loew 
Realty Corp. Loew’s Theatrical Enter- 
prises owns all the stock of Marcus Loew’s 
Booking Agency, which in turn owns 50% 
of the stock of the Western Booking 
Agency. All of the stock of the Metro 
Pictures Corp. was acquired by Loew’s 
Incorporated. The parent organization is 
primarily a holding company. 


Financial Development 


The total authorized stock issue of 
Loew’s Incorporated is 4,000,000 shares. 
The first issue was 700,000 shares, but 
several subsequent issues have been made 
and the total stock at present outstanding 
amounts to 1,060,780 shares, without nomi- 
nal or par value. 

Statements for a full year are not yet 
available, but in the consolidated income 
-account of Loew’s Incorporated and affih- 
ated companies, for the 40 weeks from 
-September 1, 1919, to June 6, 1920, the 
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gross income was “$14,112,392, of which 
the box-office receipts were $12,359,961. 
The profit for the period after taxes was 
$2,969,925, of which $2,213,873 is applic- 
able to Loew’s Incorporated, or about 
$2.96 per share of the stock then outstand- 
ing. From latest advices, the net earn- 
ings for the month of September increased 
42% over September, 1919, and were at 
the rate of $3,000,000 per year, or about 
$2.83 per share of the stock now outstand- 
ing, after all reserves for taxes, etc. 
With the opening of the theatres now 
under construction, the earnings for 1921 
are estimated at $4,000,000 and those for 
1922 at $6,000,000, but for such earnings 
it would appear that more theatres will 
be necessary, calling for additional capi- 
tal, with the consequence that the earnings 
per share will probably show no great in 
crease over the current year. The ecarn- 
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LOEW'S. THEATRICAL ENTERPRISES 
CONSOLIDATED EARNINGS. 


owned partly owned Total 
1915 $18,493 $8,945 - 
1916 .... 270,657 25,524 .191 
1917 .... 465,837 119,588 585,425 
1918 .... 386,842 118,581 605,873 
1919 . 740,348 177,925 027,278 


































ings of Loew’s Theatrical Enterprises and 
affiliated companies, applicable to Loew’s 
Theatrical Enterprises, for several years 
prior to the organization of the parent 
company are given in the attached table. 

The consolidated surplus on June 6, 
1920, was $3,974,754, divided as follows: 
Loew’s Incorporated, $327,970; Loew’s 
Incorporated share in affiliated corpora- 
tions acquired on October 18, 1919, $1,- 
728,457 ; Loew’s Incorporated share in af- 
filiated corporations earned subsequent to 
October 18, 1919, $941,873; and _ co- 
operative interests share, $976,451. The 
net working capital as of June 6, when 
there were 748,000 shares outstanding, was 
$2,511,416, or about $335 per share: On 
the present capitalization, this would have 
been only. about $2.36 per share. The 
working capital thus appears to be rather 
slim, especially when it is considered that 

















inventory constitutes about 60% of the 
current assets. 
Loew’s Incorporated has been paying 





quarterly dividends of 50 cents per share. 
The last dividend declared was payable 
November 1. At the present market price 
of the stock this represents a yield of bet- 
ter than 11%. It must be borne in mind, 
though, that Loew’s is a new organization 
and while it has paid the four quarterly 
dividends, it has yet to prove itself a per- 
manent dividend payer. The market price 
of the stock has ranged from 36 to 17; 
the present quotation is near the low 
figure. 

It is the policy of the corporation to al- 
low for depreciation of buildings at the 
rate of 3% per year and equipment at the 
rate of 10% per year. 


Conclusion 


Loew’s is growing rapidly and there ap- 
pears to be almost no limit to its future 
expansion so long as moving pictures and 
vaudeville continue their present popu- 
larity. It has, however, been increasing 
its capitalization continually and the mar- 
gin of safety above current dividends is 
not large. At the present market price 
of the stock, it is a fair speculation, but 
is hardly entitled to be rated as an in- 
vestment. 
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HE United States Steel Corporation 

has about six months business booked 

ahead on the current scale of opera- 
tions. The independents have only very 
small unfilled orders—some of them prac- 
tically none. 

U. S.*Steel is running at 90%. of ca- 
pacity, which is about as high an average 
rate of operations as can be maintained 
for any considerable length of time, re- 
gardless of the amount of business of- 
fered. The independents are operating at 
not more than 25% of capacity. 

It has been said that this sensational 
contrast in the big company’s position as 
compared with the independents’, aruse 
simply as the outcome of natural condi- 
tions in the trade and without definite in- 
tention by either side. 

That was true, doubtless, of the inde- 
pendents. They found substantial premi- 
ums offered for early deliveries of steel. 
At first these were looked upon as merely 
temporary and incidental. But under the 
uncertain conditions of 1920 there were a 
great many buyers who preferred to pay 
a higher price for immediate deliveries 
rather than commit themselves to future 
orders even at a lower figure. So a situa- 
tion grew up in which for many months 
there were two steel markets—the inde- 
pendents’ market and the U. S. Steel 
market. 

Gary’s Policy Well Considered 

Judge Gary’s policy, however, in main- 
taining a lower price scale for U. S. Steel, 
was by no means accidental or opportunist. 
Given the choice between larger imme- 
diate profits and smaller profits spread 
over a longer period, the corporation 
chose the latter in the belief that the acute 
demand for prompt deliveries would be 
temporary. It may be guessed that this 
peculiar demand lasted somewhat longer 


than the U. S. Steel heads had expected, 
but they held firmly to their stand, and the 
result has justified their. policy. 

_ The outcome may be a more or less 
permanent difference between the charac- 
ter of U. S. Steel’s business and that of 
the independents. The big consumers of 
steel who have for months been taken 

» care of by the giant company at prices 

\ well below the market are not likely to 
forget that fact in a hurry. They have 

_ been shown the value of price stability. 

_ David Harum cured his balky horse by 
'tying him up so that he couldn’t move. 
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of the Independent Companies 
By WILLIAM T. CONNORS 


“The horse saw,” David explained. “that 
if he wouldn’t go when I wanted him tov, 
he couldn’t go when he wanted to.” And 
steel. buyers doubtless have horse-sense . 
enough to see that if they will not pay 
U. S. Steel a fair price in periods of dull-. 
ness, they-.can’t assure themselves of a 
steady supply at a fair price in periods of 
great activity. 

To many of the -big users of steel and 
steel products a steady supply when it is 
wanted is of more importance than a few 
dollars saving on the price. With these 
buyers U. S. Steel now stands ace-high. 

Judge Gary’s stand against profiteering 
has been something more than a pretty 
sentiment. Most of us-have wanted to 
tar and feather the other fellow for 
profiteering, while selling our own prod- 
ucts or services at the highest possible 
price. But the Judge, after prescribing 
for the profiteers, took his own medicine— 
and, it may be added, with healthful re- 
sults. — 

Stabilizing Stock Prices 


This policy has had the indirect result 
of stabilizing the prices of U. S. Steel 
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THOUSANDS OF STOCK HOLDERS 


common, as all observers of the market 
have noticed. Naturally enough, buyers 
of the steel stocks have preferred the com- 
pany which has half a year’s business 
ahead and is running at 90% of capacity, 
rather than the company which has little 
or no business ahead and is running at 
25% of capacity. 

The price of U. S. Steel has indeed 
fallen with the rest of the market, and the 
company could not hope to escape entirely 
the effects of the “buyers’ strike.” Its un- 
filled orders, though still liberal, have 
fallen off considerably from the maximum, 
as shown by the graph on page 377, and 
will fall further. But relatively to nearly 
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Gary’s Far-Sighted Price Policy 


It May Lead to a Permanent Cleavage Between the Character of U. S. Steel’s Business and That» 


all other industrial stocks, Steel common 


has been well maintained. 


The popularity of this stock with. the’ 


investing public has grown rapidly, as will 


be seen from the graph herewith showing ' 
the number. of .registered stockholders, to: 


which the general movements of the price 
are added for comparison. -There are 
now more than two and one-half times as 
many registered stockholders as _ there 
were at the end of 1916—a really remark- 
able increase. 

In the past, as will be noted from the 
graph, a sharp increase in the number of 
registered stockholders has usually been 
followed by a rise in the price of the 
stock. This is logical. Registered stock- 
holders represent fairly permanent holders, 
so that when they increase, the floating 
supply of the stock in brokerage houses— 
and largely carried on margin—is reduced. 
Thus the market has a lighter load to 
carry and the price can advance more 
easily.—vol. 27, p. 23. 


RAILROAD ADMINISTRATION  SET- 
TLEMENTS 

The Railroad Administration today an- 
nounced that it has reached final settle- 
ments on claims of railroads arising from 
federal control and paid out to the several 
companies the following amounts; Rio 
Grande Southern $105,000; Midland Val- 
ley $550,000; Bennettsville & Cheraw 
$29,500; Clyde Steamship Co., $162,224; 
Chesapeake Steamship Co. $62,303; Des 
Moines Terminal Co. $15,500; Ft. Worth 
Belt $75,000. 

Settlements had previously been made 
as follows: Abilene & Southern, $150,- 
000; Buffalo, Rochester & Pittsburgh $1,- 


000,000; Cincinnati, Indianapolis & West- 


ern $400,000; Spokane, Portland & Seattle 
$1,600,000; Ft. Dodge, Des Moines & 
Southern $300,000; El Paso Union Pas- 
senger Depot $5,665; Sioux City Bridge 
Co. $98,546; Northwestern Pacific $525,- 
000; Mississippi Central $220,000; Louisi- 
ana & Mississippi Railroad & Transfer 
$33,231; Chicago, Milwaukee & St. Paul 
$13,750,000; St. Louis, National Stock 
Yards $100,000; Eastern Steamship Lines 
$250,000. 

The payment of claims on final settle- 
ment is largely made up of balance of 
compensation due, but includes all other 
disputed items as between the railroads 
and the Administration during the 26 
months of federal control. In addition, 
the Gulf, Mobile & Northern has reached 
a settlement by which it agrees that it 
owes the Government $100,000. 

These claims and settlements are for 
the period of federal. control only, that is, 
up to February 28, 1920, and do not in+ 
clude accounts arising out of the Govern- 
ment guaranty of income for the succeed- 
ing six months. F , 
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Columbia Graphophone Manufacturing Co. 





Graphophone Closes Record Year 


Gross Sales in 1920. About $5,000,000 Ahead of 1919—Sales in January Exceed 1920 Average— 


- @ 


NHE world of finance has . forgotten 
1 the past five years of unmatched 
prosperity. It has given the dead 
past itself to bury. In the process, it 
has marked down commodity prices by 
anywhere from 30% to 50%; it has re- 
vised its conception of corporation earn- 
ing power more than stringently. It has 
forced industrial security prices, in some 
ises, to less than one-tenth their 1920 
righ levels. 

A certain class of security has suffered 
most. That is the class representing so- 
called “luxury” producers. Being no re- 
specter of persons, the community has in- 
cluded in this class stocks in all compa- 
nies whose products the people do not find 
absolutely indispensable to their existence ; 
the very logical theory being that, when 
people’s bank accounts begin to contract, 
their “indulgences” diminish. 


Columbia Graphophone’s Decline 


In the whole industrial list, few stocks 
have suffered more than Columbia Graph- 
ophone. This issue sold as high as 65% 
in 1920. At the turn of the year it was 
selling only a little above 9. 

The scandal-mongers have seized avidly 
on the collapse in this stock, going to 
extremes, as usual, in their comment and 
deductions. If less than half what they 
are saying were true, this great company, 
which wa$ considered last year one of the 
most conspicuously successful in the coun- 
try, would now be on the rocks. 

While these individuals have been ex- 
ercising their imaginations, the Columbia 
Graphophone management, apparently, 
has been quietly going on about its busi- 
ness. Gross sales in 1920 were approxi- 
mately $5,000,000 in advance of 1919. 
Work on the great Baltimore plant has 
been kept going and will soon be com- 
pleted. A long-term leasé has been taken 
m eight floors of the Gotham National 
Bank Building on Columbus Circle, New 
York City. Columbia’s cash on hand, 
which has averaged over $5,000,000 for 
the last two years, has been maintained. 
Indeed, so strongly has this company been 
entrenched that it could close up, lock, 
stock and barrel, today and have better 
than $27,000,000 in net assets left. 

Nobody would now take the view that 
last fall’s decline in the prices of prac- 
tically all securities was entirely unwar- 
ranted. But it is one thing to have dis- 
counted a period of general readjustment 
and quite another to have made prepara- 
tions, as it were, for business to cease 
altogether. Unless investigation proves 
that Columbia Graphophone is in a dis- 
tinctly bad position, the belief is unavoid- 
able that the bears have overreached 
themselves in their evaluation of the com- 
pany’s stock. 

Inventories 

What was meat for the industrial com- 

panies early in 1920 became, in- many 
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cases, their poiscn in the latter half of 
the year. The reference is to inventories 
—stocks of goods on hand. When prices 
were rising, as they were last spring, it 
was insurance to have large supplies ; when 
they began to fall, manufactures became 
increasingly difficult to sell and inventories 
decreasingly valuable. 

Columbia’s inventories, at cost, totaled 
$22,812,911 as of September 20, 1920. The 
account was divided into raw materials, 
$5,339,132; goods in process, $1,933,538 
and finished goods $15,540,240. 

Trade interests, not connected in any 
way with the Columbia Graphophone Co., 
are responsible for the following state- 
ments as regards the company’s inventory 
position : 

“The real difficulty appears to be the 
large amount of records in the company’s 
inventories. Many of these records are what 
are known as ‘standard’ types; that is, they 
are slow moving, although steady sellers 
under normal conditions. They are now 
being worked off at reduced prices and 
some are being sold at a retail price of 
49c. 

“A further difficulty is the fact that, in 
the tremendous rush to produce records 
in 1919, quality necessarily suffered some- 
what. For this reason it is anticipated 
that the company will have to sacrifice 


Rumors vs. Facts As to Company’s Inventories 


Assume, also, that these records are to 
be sold by the company at half their cost. 
The net loss to the company would then 
be $1,500,000 to $2,500,000 at the most. 
This is the worst that could happen. 

Considering the very substantial profits 
realized by the Columbia Graphophone 
Co. during the past few years, such a 
loss could be very easily borne, and the 
sale of these records, even at a sacrifice, 
would put the company into a much 
better and healthier shape than before. 

The company’s working capital as of 
September 30, 1920, as officially reported 
to the New York Stock Exchange, showed 
that the company’s cash and accounts re- 
ceivable totaled well over $15,000,000 
against current liabilities of, roundly, $13,- 
500,000. Inventories, in other words, of 
$22,812,911, at cost, were just so much 
“velvet.” 

Here is what an official of the company 
said to the writer with régard to the “10,- 
000,000 unsold records” report: “In re- 
gard to Columbia's inventories, a malicious 
rumor has been circulated that the com- 
pany has a very large amount of records 
on hand which it is having difficulty sell- 
ing. This rumor can be denied. Colum- 
bia’s record business is in splendid shape 
and the record making plant is run- 
ning, and has been running right along.” 








Current Assets: 
Cash 


COLUMBIA GRAPHOPHONE MANUFACTURING COMPANY 
Table I—Working Capital 


$4,768,765 


1918 1920° 
$3,496,325 
3,347,551 
7,257,787 


$14,101,613 


1919 
$3,221,086 
6,731,578 
9,516,620 


$19,469,284 $38,362,987 


$4,896,240 $13,503,566 





Net Working Capital 
*Sept. 30, 1920, 


1915 
$1,998,401 
1,008,346 


Total Net Income... 
Depreciation, etc. .. 


$8,210,042 


Table II—Comparative Income Accounts 
(Years Ending December 31) 


$2,176,475 
901,812 


$9,305,873 $9,762,412 $24, 850,421 


1918 1919 
$7,793,044 
514,570 
3,391,308 


1920*¢ 


"350,981 
8,009,813 





and Interest {| 125,744 


$1,274,663 
272,876 


$1,052,139 
417,944 


$1,323,176 
503,715 


$3,887,161 
262,960 


$3,942,940 
330,467 





Surplus | 
Over- + 


Charges } 
**9 Months to September 80. 


$254,311 





$1,001,787 


$634,195 $219,461 $3,624,201 $8,612,478 














some portion of its unsold records at 
special concessions from the retail price 
of 49c” 


For purposes of argument, assume it 
to be true that the company has 10,000,- 
000 records of various kinds in its in- 
ventory which, we will suppose, represent 
an initial cost of somewhere between $3,- 
000,000 and $5,000,000. Let it be remem- 
bered that there is nothing official about 
these estimates. They are merely men- 
tioned to see where they lead. 





The Rumor About “New Financing” 


It was probably an over-hasty con- 
clusion, drawn from such reports as those 
presented above, which resulted in the 
recent press report that Columbia Grap- 
ophone would shortly have to pass its 
dividends and do some new financing in 
the bargain. The circulation of this story 
was followed by a decline in the stock to 
its record low price of 7%. There is no 
way of telling how many small stock- 
holders were forced out by this decline. 
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Mr. Francis S. Whitten, who was elected 
chairman of the board of the Columbia 
Graphophone Manufacturing Co. on Jan- 
uary 5, made an unqualified denial of the 
above report. The writer was authorized 
to reproduce his statement to the effect 
that the company had just closed the 
greatest year in its history, both as to 
gross sales and net earnings; that the 
rumor in connection with the passing of 
dividends by the company was without 
foundation, the directors not having dis- 
cussed the subject, even informally, up to 
the time the rumor was circulated. More- 
over, the subject of dividends would not 
come up for consideration until the end 
of February. ‘ 

Mr. Whitten further stated that there 
was absolutely no foundation for the re- 
port that the company was contemplat- 
ing any new financing, either publicly 
or privately. 

Earnings 

In 1914 what is now the Columbia 
Graphophone Manufacturing Co. earned 
$350,322 after depreciation, fixed charges 
and interest. In 1919 the corporation 
earned $3,624,201. This tremendous in- 
crease—almost 1,000%—was undoubtedly 
one of the most remarkable achievements 
ever scored by an industrial manufac- 
turing company over an equal span. 

What makes it more remarkable than 
ever is the fact that it was accomplished 


Photo by Brown Bros. 


result of a notable change in the progress 
of the company. If people wouldn't pay 
ten dollars for a stock which, only a while 
before, had been selling at sixty-five, the 
conclusion is that they had knowledge of 
a heavy slump in the company’s. business. 

Students of the published figures will 
have to do something worse than dig if 
they want to show any such slump in 
Columbia Graphophone’s business up to 
last fall. As a matter of fact, Columbia’s 
surplus overcharges in the nine months to 
September 30, 1920, was within about 
$10,000 of its surplus overcharges for the 
entire preceding year. Working capital, 
which stood at $9,782,412 on December 
31, 1919, amounted to $24,859,421 on Sep- 
tember 30, 1920. Gross sales for 1920 
were approximately $5,000,000 more than 
in 1919. 


Current Business and Outlook 


Summarizing what may have been a 
somewhat loose analysis, we find Colum- 
bia Graphophone finishing 1920 with the 
largest working capital in its history, an 
historic year behind it from a sales stand- 
point and, paradoxically enough, its 
shares selling at the lowest price which 
they have ever sold since being issued in 
exchange for American Graphophone. 

Dissecting the paradox, only three logi- 
cal reasons can be given for the poor- 
house price for_the shares. One is that 
the large holdings were forced on the 


* results. 


Our business just now is with the talk- 
ing machine industry, particularly Co- 
lumbia Graphophone. There is nothing 
more to be said than this: The current 
sales of the Columbia Graphophone Man- 
ufacturing Co., exactly at this time of 
writing, are running in excess of the rate 
maintained throughout 1920. 


The Future 


When the effects of the recent price- 
liquidation hysteria have worn off, record 
times seem certain to develop for the 
talking machine industry. Music has, in 
recent years, taken a stronger hold on the 
American public than ever before; the 
crowds who flock to hear concerts and 
operas nowadays outnumber by millions 
the devotees of a decade ago. Americans 
have learned to love music and they will 
not be quick to give it up. 

There is, also, a very large export mar- 
ket for talking machines in the making. 
In 1919, 49,717 machines were sent out of 
this country, valued at $1,544,870; in 1920 
exports amounted to 79,406 machines, 
valued at $3,653,595. The cultivation ot 
this market should produce very favorable 
American manufacturers have 


THE BIG NEW PLANT OF THE COLUMBIA GRAPHOPHONE MANUFACTURING CO. AT BALTIMORE, MD. 


in the face of a tax of well over $3,000,- 
000 saddled on the company by the Gov- 
ernment for the first time in 1919. 

It was this achievement which caused, 
no doubt, the heavy buying in Columbia 
Graphophone shares that carried them up 
to $65 last year, a price equivalent to $650 
a share on the old capital stock of the 
American Graphophone Company. 

The reaction in Columbia Graphophone 
shares set in the middle of last summer. 
It was never a precipitate decline, but it 
was a continuous one. It left the stock 
selling around $10 a share last December. 

The assumption would be, of course, 
that this decline in the shares was the 


market during the two months of terrific 
liquidation which ended 1920. This is 
probably true enough; but the liquidation 


is now over. Another reason is that pro- 
fessional bears interested in such a de- 
velopment have endeavored to depress 
the price of the stock in order to get it 
back cheap. 

The third reason is that large holders, 
foreseeing the relapse in American busi- 
ness, took advantage of their opportunities 
to sell. With the last two months in 
mind all we can do is congratulate them 
on their judgment: But now the question 
is, have we had the relapse? Is the re- 
covery drawing near? 


done little in this field heretofore. They 
have had all they could handle at home. 
It may be assumed that the next few 
years will witness active development of 
the foreign market with correspondingly 
favorable results. 

Columbia Graphophone is in a very 
strong financial position. The industrial 
outlook is good, with promise of con- 
tinued improvement. From a speculative 
standpoint the common stock looks very 
cheap at 9. The preferred shares are an 
excelle-t jnvestrent.—vol 25, p 541. 
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The American Tobacco Co. 
American Sumatra Tobacco Co. 








Tobacco Products Corp. 





American Sumatra Leads Tobacco Group 


Company in Better Inventory Position Than Other Concerns—Tobacco Shares Seem to Have 
Thoroughly Discounted Changes in Industry 


IHE prices of tobacco have advanced 
tremendously during the past few 
years. Until quite recently this in- 

dustry had not suffered from deflation to 
any great degree. However, recent de- 
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velopments seem to indicate that very 
radical changes are under way. Before 
the war a grower who sold his whole crop 
for an average price of 9c. per pound 
was considered lucky. When this is com- 
pared with 75c. to $1 per pound obtained 
last year, one can see the readjustment 
which these growers are facing. 

The situation is be:oming acute in the 
tobacco: belts of Kentucky, Virginia and 
the Carolinas, where conditions are prac- 
tically identical with those confronting 
growers of cotton, wheat and other farm 
products. The low prices now prevailing 
are due in part to the fact that European 
buyers are unable to finance purchases of 
tobacco in this country and as a conse- 
quence the grades of tobaco ordinarily 
marketed in Europe have dropped heavily. 


THE AMERICAN TOBACCO COMPANY 


This organization was originally the 
largest and most powerful of its kind in 
the country. In 1904 it was formed under 
the laws of New Jersey by an agreement 
of merger between the American Tobacco 
Company, Continental Tobacco Company 
and Consolidated Tobacco Company. 
Seven years later the United States Su- 
preme Court declared the company a 
monopoly in restraint of trade under the 
anti-trust law and .its dissolution was ac- 
cordingly ordered. 

The outstanding capitalization of the 
company in September, 1920, amounted 
to $24,647,918 funded debt; $52,699,700 
preferred 6% cumulative stock; $40,242,- 
400 common and $49,300,200 common 
class “B” stock. 


By J.‘L. CHEATHAM 


The preferred stock has prior claim on 
both the assets and the dividends and has 
equal voting rights with the common. The 
class “B” common shares equally with the 
original common as to dividends, assets, 
etc., except that it has no voting power. 

The company has most remarkable earn- 
ings and dividend records; the average an- 
nual earnings on the junior issue for the 
past 10 years being over 44%. Although 
current earnings are at an incteasing rate, 
however, due to the issue of class “B” 
stock, no stich earnings record may be ex- 
pected, since it is rarely possible to place 
twice the amount of money into a proposi- 
tion and immediately receive the same re- 
turn as on the smaller capitalization. A 
portion of this class “B” stock was issued 
to provide additional working capital, and 
part of the remainder authorized was 
used to distribute a 75% stock dividend. 

At the close of the 1919 year the in- 
ventory was over twice the amount car- 
ried in 1914, and although working capital 
had increased 75% in the same period the 
management needed to conserve its cash 


which is renewable from time to time. It 
acquired the plantations of several promi- 
nent companies and owns or controls the 
operations of several important tobacco 
corporations. One of the latter concerns 
was The Griffin Tobacco Company, which * 
owned over 1,300 acres of tobacco and 
other lands in Connecticut and was said 
to be the largest exporter of American 
cigar leaf tobacco in the United States. 

The company’s principal properties con- 
sist of 4 plantations in Georgia, contain- 
ing over 15,000 acres; 19 plantations in 
Florida, containing almost 18,000 acres, 
and plantations in Connecticut and Massa- 
chusetts containing about 4,000 acres. 
“Shade” tobacco is grown on approxi- 
mately 50% of the latter properties and 
this acreage has considerable farm value. 

In accordance with the terms of its 
charter the company owns, cultivates and 
improves lands and raises thereon tobacco 
and markets and sells said tobacco. The 
company also imports and exports leaf 
tobacco from and to all parts of the 
world. 
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assets and hence authorized the dividend 
on common to be paid in interest-bearing 
scrip with the provision that this scrip 
could be converted into class “B” stock. 

The Federal. Trade Commission has 
recommended the revival of the decree re- 
straining the company from acts said 19 
be in violation of anti-trust laws and 
which, it claims, is necessary to prevent 
the tobacco companies from buying 
through pools and thus driving down 
prices paid to the growers. 

American Tobacco shares recently sold 
around 117, compared with a high of 283 
in 1920. The stock has apparently more 
than discounted the changed status of 
the industry and cart be regarded as a 
good speculative investment. Its high 
price, however, renders it liable to com- 
paratively sharp fluctuations.—vol. 26, p. 
828. 


AMERICAN SUMATRA TOBACCO 
COMPANY 


The American Sumatra Tobacco Com- 
pany was incorporated in 1910 under the 
laws of Georgia, with a 20-year charter 
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The outstanding capitalization in De- 
cember, 1920, amounted to $6,564,000 
funded debt, $1,963,500 preferred 7% cum- 
ulative stock, and $14,447,200 common 
stock. 
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The funded debt consists of 5-year sink- 
ing fund convertible 714% notes which 
are convertible into common stock from 
October 1, 1920, to December 31, 1921, 
at the ratio of 9%4 shares of stock for each 
$1,000 face value of notes and thereafter 
on the basis of 9 shares of stock for each 
$1,000 face value of notes. These notes 
should have considerable effect on the 
market action of the common stock in case 
the price of this junior issue gets above 
the conversion privilege range. 

Contrary to most of the other tobacco 


retain their corporate existence; the most 
important being M. Melachrino & Co., 
Inc.; Stephano Bros. and Schinasi Bros., 
Inc. This company and its subsidiaries 
carry on an extensive business through- 
out the United States and also operate 
factories and depots in New York, Rich- 
mond, Philadelphia, Cairo, Athens, Ca- 
valla and Smyrna. 

In April, 1919, the corporation known 
as the Tobacco Products Export Cor- 
poration was formed under the laws of 
New York. Tobacco Products Corpora- 








*Deficit. Also stock dividend of 15%. 
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concerns, this company has no inventory 
troubles; in fact, the inventory is small 
despite the big sales. The 1920 crop was 
one of the best and practically all of its 
matured tobacco has been sold at a profit, 
so that it has no inventory except the to- 
bacco now in process of curing. Demand 
for the company’s tobaccos exceeds the 
supply and the current earnings are very 
good; in fact, the present fiscal year 
should show somewhat larger earnings 
than last if the slump in prices does not 
spread further. The continuation of the 
present dividend rate seems assured, since 
earnings are well over this rate and the 
company’s financial condition was never 
so strong, ‘The current assets are ap- 
proximately 4 times the current liabilities 
and the working capital on July 31, 1920, 
was over $15,000,000, or an increase of 
almost 550% in the past five years, while 
the net tangible assets on the same date 
amounted to over $106 per share on the 
common. 

Although the earnings record of this 
concern has not been as regular as could 
be desired, the total earnings during the 
past five years have been large. Due to 
the operation of its plantations, the com- 
pany is more directly interested in the 
prices of raw tobacco than are the cor- 
porations which do manufacturing alone. 
While the growers have a difficult situa- 
tion to face, the present strong financial 
condition should enable it to tide over the 
situation. 

The stock recently sold at 80, against 
a high of 107 in 1920. It is probably the 
most attractive semi-investment in the to- 
bacco group. 

TOBACCO PRODUCTS CORPORATION 


The Tobacco Products Corporation was 
incorporated in Virginia in 1912 and has 
taken over concerns manufacturing ciga- 
rettes, smoking tobacco and little cigars. 
For the following four years, the com- 
pany was purely a holding concern, but 
since that time it has become an operat- 
ing company and distributes all the brands 
of cigarettes and tobaccos hitherto mar- 
keted by its subsidiaries, with the excep- 
tion of a few domestic concerns and those 
operating exclusively in foreign countries. 
The various subsidiaries, however, still 
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stock and 182,000 shares of $100 par yalue 
outstanding. The original 160,000 com- 
mon shares were issued under the Vir- 
ginia law at one dollar per share; 16,000 
shares were distributed as a 10% stock 
dividend in 1919 and 6,000 shares were 
issued in exchange for 3,000 shares of 
American Tobacco Company’s common 
“B” stock. 

The earnings have been rather ragged, 
although in 1917 and 1918 the amounts 
carried to surplus account were large, 
with the result of a substantial increase 
in working capital. The 7-year average 
earnings to December 31, 1919, show ap- 
proximately $5.75 on the common stock. 
On same date the net tangible assets 
amounted to $24.40 on this junior issue. 
The payment of only one dollar on the 
common; the net tangible assets of less 
than one-half the market price, together 
with the ragged earning record, clearly 
place the common stock of this corpora- 
tion in the highly speculative class. 

The company has considerable supplies 
on hand and while the management re- 
ports that the finances are on a very satis- 
factory basis, they feel that the dividends 
on the common should be paid in scrip 
due to the uncertainty in the money mar- 
kets, and thereby insure the maintenance 
of sufficient cash assets. The stock sold 
at 95% in 1920. Its recent price of 56 
is attractive. 

Conclusion 

When examining companies of such a 
type as the tobacco corporations, due con- 
sideration must be given the intangible as- 
sets, namely, the brands, trade-marks and 
good-will. Probably no group of com- 
panies have spent such large sums in 
establishing these intangible assets. 

The tobacco interests certainly have 
some readjustments to face, and the large 
inventories—in many cases caused not so 
much by large stocks as by stocks carried 
at high prices—have caused anxiety to the 
managements. However, the stronger 
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tion sold all its foreign rights to its vari- 
ous brands and the brands of its sub- 
sidiaries, together with its investment in 
several subsidiaries and all the assets per- 
taining to foreign’ trade, to the Tobacco 
Products Export Corporation, for which 
it received the entire capital stock of this 
latter company. 

During the following month, the Ameri- 
can Foreign Trade Corporation was or- 
ganized under the laws of Virginia for 
the purpose of conducting an export and 
import business with the Near East from 
which Tobacco Products Corporation 
draws a large part of its supply of leaf 
tobacco, and this concern purchased con- 
trol of the former company by the pay- 
ment of $750,000. 

The corporation has no funded debt, but 
has $8,000,000 preferred 7% cumulative 


concerns, whose credit is of the first grade, 
should pull through without much further 
embarrassment, and it would appear that 
the prices of their stocks have discounted 
the situation in many cases. American 
Sumatra is probably the most promising 
in the group. 

The gross volume of business holds up 
well and unless something entirely un- 
looked for develops, high priced inven- 
tories should be worked off with but little 
loss. 

To those investing in the stocks of to- 
bacco companies, the reports for the past 
calendar year should be of interest when 
they appear. In addition to the earnings, 
especial attention should be paid to the 
cash position of the company, the amount 
of working capital and the size of the in- 
ventories. 
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Answers to Inquiries 


IMPORTANT ANNOUNCEMENT 


The increasing volume of inquiries 
and demands upon this department, to- 
gether with the greater difficulty and 
expense of following an ever-expand- 
ing list of securities and offerings, 
makes it imperative that we provide 
larger and more costly facilities to an- 
swer these inquiries with care and de- 
liberation. Hitherto we have tried to 
handle this situation at a very low cost 
to our subscribers, and without charge 
to our Investment Letter subscribers. 
Our experience with this method urges 
us to make the following changes: 

(a) Our charge will be $1 per se- 
curity, or per subject, or per question 
where the latter covers different sub- 
jects. This is a nominal charge to our 
subscribers only. 

(b) The Investment Letter is sold 
upon its merits, and subscribers to that 
service will be charged the nominal 
fee of $1 per security. 

(c) A telegraphic reply is at the same 
rate, namely, $1 per security; and those 
needing telegraphic service will please 
arrange to have a deposit on hand. 

(d) Non-subscribers and newsstand 
buyers will be charged double the 
above prices, namely, $2 per security, 
question or subject. 

(e) All charges are payable in ad- 
vance, and we would respectfully ask 
readers not to ask us to send a bill, as 
we do not wish to discriminate, and 
the low cost will not allow the further 
expense of running charge accounts, 
and collections. 

Many good reasons justify such a 
change in our schedule, and we assure 
our friends that it is with reluctance 
that we find it necessary to protect our 
subscribers as well as ourselves by 
giving good service at a nominal rate. 
The salient reasons are: 

1. Improvements in The Magazine 
of Wall Street and our Investment 
Letter give subscribers full value for 
their subscription; and we are sparing 
no effort or expense to improve these 
services. 

2. Free services supplementary to 
subscriptions involve use or abuse, and 
diffidence on the part of others who do 
not seek anything for nothing. We 
are therefore compelled to discriminate 
by giving some too much and others 
too little for the same subscription. 

3. The new rates will enable subscrib- 
ers to buy as much service (or as little) 
as they need. 

4. Those who get some free service 
are depriving others of their services 
temporarily, and we feel it is unfair to 
the majority. 

5. The immense number of new se- 
curities, rapid changes in a world under 
reconstruction, and the increasing diffi- 
culty of giving sound advices, make it 
essential for us to concentrate our 
efforts. 
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6. The “technical position” of securi- 
ties is as important as their investment 
status, and our answers on securities 
represent the combined study of com- 
petent men whose opinions have to be 
collated and reconciled to the position 
of the inquirer. This involves time and 
expense. 

7. We are convinced that our sub- 
scribers would rather pay a small fee 
to bear a slight proportion of our cost 
and get an opinion that is worth while, 
than depend upon a “free answer” that 
must necessarily be reduced to the level 
of “quantity production,” or “cheap 
advice” that might often be dear in the 
long run. 

8. We are determined to employ the 
best men in their respective fields, and 
we can only do this with your consent 
and co-operation. Naturally our ex- 
penses will be higher, but our subscrib- 
ers have constantly indicated a desire 
to pay—where the result was worth it. 

9. We have no interest in advising 
you to buy or sell, and our advices rep- 
resent dispassionate appraisals of every 
factor—physical, financial and technical. 
We desire to render the highest grade 
of service possible, and can only do this 
by eliminating every drain upon our 
time and energy, and concentrating 
upon the requirements of those who 
wish to secure a quality product for a 
nominal price. 

Those who wish to keep in touch with 
us freely by telegram may deposit an 
amount estimated to cover their re- 
quirements for opinions and inquiries. 
Telegrams are sent collect. We prefer 
sending a night letter because of the 
greater scope for explanation at a low 
rate. 





WESTINGHOUSE ELECTRIC 


In Prosperous Condition 

This company is in a very prosperous 
condition and it has so large a volume of 
business on hand that it became necessary 
to do some new financing, hence the issue 
of $30,000,000 notes. The common stock 
of the company is now paying dividends 
of 8% per annum, or $4 per share an- 
nually (par value $50) and the company 
is earning a good margin over its divi- 
dend requirements. The business outlook 
over the next few years is very promising, 
so that there can be no question at all 
about the company’s ability to pay the 
interest on its outstanding indebtedness. 
The present rate of dividends on the stock 
looks secure. We believe the stock is an 
attractive long pull investment for busi- 
ness men. 





AN INVESTMENT OF $25,000 
7% Return on Bonds and Stocks 


We suggest the investment of your 
$25,000 in proportionate amounts, in the 
following bonds and preferred stocks, 


which we believe to be safe investments, 
and which show a yield of 7% and over, 
and have the additional merit of being 
entitled to an increase in market value: 

Bonds—St. Louis & Southwestern 
Cons. 4s, 1932, yields 8.77%. St. Louis & 
Southwestern Terminal 5s, 1952, yields 
8.40%. Peoria & Eastern Cons. 4s, 1940, 
yields 7.50%. Frisco Prior Lien A 4s, 
1950, yields 7.40%. Kansas City, Fort 
Scott & ‘Memphis 4s, 1936, yields 7.75%. 
C. C. C. & St. Louis Debenture 4%s, 1931, 
yields 7.17%. B. F. Goodrich Conv. 7s, 
yields 9.2%. Comp. Tab. Rec. 6s, yields 
79%. Pacific Gas & Electric 5s, 1942, 
yields 7%. Bush Terminal Building 5s, 
1960, yields 69%. American Tel. & Tel. 
4s, 1929, yields 7.5%. Northern States 
Power Company 6s, 1940, yields 7%. 

Preferred Stocks—Western Pacific Pfd. 
yields around 8%. Bethichem Steel 8% 
Pfd. yields around 7.7% Columbia 
Graphophone Pfd. yields around 9%. Va. 
Carolina Chemical Pfd., yields around 
76%. General Motors Debenture 6s, 
yields around 9.1%. 





AMERICAN SUGAR REFINING 


The Sugars Seem Well Liquidated 

The representative sugar stocks on the 
N. Y. Stock Exchange are now selling at 
levels that seem ridiculous, compared with 
the prices that prevailed only six months 
ago, and we believe that careful pur- 
chases should prove profitable. The lead- 
ing issues are American Sugar Refining, 
American Beet Sugar, Cuba Cane Sugar, 
Cuban American Sugar, Punta Allegre 
Sugar, and Manati Sugar. The first three 
named are among the old-timers, while 
the last three were either introduced dur- 
ing the boom, or as is the case with Cuban 
American, South Porto Rico and others, 
a recapitalization has rather changed the 
original status. 

We believe the preferred stocks of the 
first group very attractive, although Cuba 
Cane preferred is not so well seasoned 
as the two older leaders. The Cuban 
companies report fairly good earnings for 
last year, many of them having succeeded 
in selling their crop in advance at rela- 
tively high prices. The earnings of the 
sugar companies will not be so large in 
the future, but their securities have been 
selling at very reasonable levels, and any 
one who exercises patience to await favor- 
able buying opportunities that occur once 
in a while, may safely, in our judgment, 
commence to accumulate some sugar 
stocks to hold for their dividends and 
price improvement. 





CRUCIBLE STEEL 


Causes of Sharp Advance 
No one pretends that the recent break 
to about 70 and the recovery to around 
107 in about a week is a reflex of in- 
vestment conditions in Crucible Steel. It 
is merely an illustration of what can hap- 
pen in a closely held stock. 
(Continued on page 422) 
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Building Your Future Income 





Fourteen Obstacles to Successful Investing—No. 13—Nursing a Loss 


ALL STREET preachers have 
pounded their pulpits since the 

year one in emphasizing the im- 
portance of learning to take a loss. A 
man who made a great fortune through 
methodical investing once said: “If 
you can’t make yourself take losses now 
and then you’ll never take many profits!” 

And yet, like many principles univer- 
sally approved, this principle of accepting 
a loss is practised by astonishingly few 
people. 

The attempt to discover why we're all 
so hypocritical about a matter like this 
produces some rather interesting reflec- 
tions. One would have to be a very 
shrewd student of psychology to trace 
the exact human traits that are respon- 
sible; but if we may deal in generalities it 
seems fair to conclude that the average 
human’s horror of being proven wrong, 
coupled with that capacity for eternal 
hoping, which is the champion of lost 
causes, are most largely to blame. 

. . + 
ETTING down to personalities, let’s 
take the case of a particular John 
Smith who buys one hundred shares of 
ABC railroad stock in the belief that he 
is making a sound investment. Mr. 
Smith hasn’t investigated quite so care- 
fully as he should have done and the stock 
does not prove popular with other in- 
vestors. Over a period of about three 
months it sags lower and lower in the 
market, finally reaching a level of 20 
points below where our friend made his 
purchase. 

If Smith sells his 100 shares it will 
mean his taking a loss of $2,000. 

Smith’s brain should have been working 
actively when he first considered buying 


ABC railroad stock. It should be work- 
ing twice as strenuously now, what with 
his paper loss of $2,000 confronting him. 

At the juncture when deliberate, cold 
judgment is his only hope, however, the 
average Smith is the helpless victim of 
himself. He is under a considerable emo- 
tional strain—$2,000 is a lot of money. 
Far from being able to balance the com- 
parative merits of other securities, all he 
can think of is his own ABC. He will 
consult nobody as to the best policy for 
him to pursue, for that would mean a lot 
of people’s knowing about his loss. He 
reads an exhaustive analysis of the ABC 
Corporation in THe MAGAZINE oF WALL 
Street in which its weakenin= position is 
revealed in cold, hard type; but has not 
the price already “discounted” all this, 
he asks himself hopefully. What his eyes 
see his brain refuses to grasp. 

The upshot of it all is that while Smith 
is either ‘clinging desperately to his ABC 
or buying more of it in the mistaken 
hope of averaging down his final loss he 
is ignoring opportunities offered else- 
where. 

* . . 
URING the motor stock boom of 1920 
the bad stocks went up with the 
good. In a swinging bull market of the 
kind that was going on at the time, very 
little discrimination is exercised. 

One stock in particular had a spectacu- 
lar rise which finally carried it up to 600% 
of its original price. The attention of in- 
vestors was called to the conditions exist- 
ing in this company in the pages of the 
Macazine. It was shown that good will 
was heavily over-valued in the company’s 
balance sheet, that the type >f business the 
company was doing was such that it would 





be placed in a very weak position in case 
of any important reaction in the industry, 
and that earnings were comparatively 
small. 

Since this particular stock had sold 
originally at a very low price, it was 
bought by a number of small investors. 

When the reaction in the mmdustry set 
in the day of reckoning for the uncertain 
motor stocks occurred. The one we re- 
fer to declined, slowly but steadily, until 
it finally reached the price at which it 
had started its rise. 

We mention this incident as a concrete 
example of a stock which should never 
have been bought by investors, but which 
having been bought, and ‘after reacting 
several points from its highest point, 
should have been sold promptly. Beyond 
technical market conditions there had been 
no reason for the original advance. The 
company’s position was weak. Its pros- 
pects were extremely limited. It was an 
“investment” which no amount of hoping 
could restore to its former level. 

What is even more to the point is this 
fact: If this particular stock had been 
sold at a loss, and if the funds left had 
been invested in one of the other listed 
motor securities in a better position, when 
the tide turned, most or all of the loss 
might have been regained. But to pur- 
chase more of this same stock would 
have availed nothing. Its collapse had 
given it a bad name. When the recovery 
came, the stock in question did not share 
in it. 

A loss that takes your funds out of a 
shaky enterprise, and releases them for 


investment in a solid, substantial concern | 


whose business is going to grow, is a loss 


well taken. 
MAGAZINE OF WALL STREET 
























My Plan for Achieving Financial Independence 


Subscriber Who Has Made a Success of Conservative Investing Determines to Go On with It 


S a young man just starting out for 

myself, unacquainted and inexperienced 

“in the business world, I naturally had 
ambitions to be successful in my chosen 
avocation, which to me meant attaining a 
certain amount of wealth. Starting with 
nothing, in fact less than nothing, I real- 
ized the road would be long, rugged and 
tedious. My savings would be small and 
accumulated indeed very slowly and I 
would have to be persevering. 

In the beginning it was quickly appar- 
ent that, in investments, I was one of the 
most verdant of the verdant, a neophyte 
of neophytes. I knew, of course, that 
there was a New York stock exchange; 
that stocks listed on the exchange carried 
a certain prestige; that some men had 
made great fortunes in stock speculations. 
I had heard of the “lambs,” who were 
easy prey for the initiated. 

But I also had some very incorrect 
notions, as, for example, the impression 
that the listing of a stock on the ex- 
change was an assurance against loss to 
the purchaser of the shares, 


Three Fundamental Principles 


I purchased books on the subject, sub- 
scribed to financial magazines and studied 
them. Eventually, I came to the conclu- 
sion that there were three fundamental 
principles which had to be followed if 
success was to be attained. These prin- 
ciples I list in the order of their impor- 
tance: (a) Safety of principal; (b) 
Marketability or salability; (c) Income 
return on the investment. 

I felt that safety of principal and mar- 
ketability of any stock would be best 
found. among those listed on the New 
York stock exchange (or the Philadel- 
phia, Chicago, and a few other ex- 
changes). While the income return 
should always be carefully considered, it 
should be secondary to the other two in 
importance. I therefore decided to limit 
myself to listed stocks of companies of 
whose business I had some knowledge. 

A study of past stock market per- 
formances proved to be very valuable in 
showing the up and down swings of prices. 
These swings also made a very fascinat- 
ing study. But why these cycles of prices, 
much after the nature of the pendulum of 
a clock, or the principle in science of ac- 
tion and reaction? A little deeper study 
showed that certain fundamental condi- 
tions, so-called barometric conditions, had 
always indicated the probable future trend 
of stock prices in general. Among these 
barometrics gleaned, are the gold supply, 
the bank statement and the general credit 
situation, bank clearings, crop prospects, 
political conditions, etc. What has held 
good in the past should prove equally re- 
liable in the future. 

Eight-Years’ Operations 

My interest in this matter has covered 
a period of about eight years. My first 
investment, in my opinion, was a conserv- 
ative one, being preferred stock of the 
Baldwin Locomotive Works, which I still 
hold. Considering this as a little nest 
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By “A. L. W.” 


egg, to which { have added from time to 
time, I later, as sufficient funds accumu- 
lated, invested in more speculative stocks, 
but confined myself almost exclusively 
to stocks on which regular dividends 
were being paid and which dividends 
showed every prospect of being con- 
tinued in the future. However, I have 
made mistakes. I confess also that at 
times I succumbed to the temptations 
of greater profits in the low-priced 
non-dividend payers. 

My investments between 1912 and 1920 
gave the results recorded in the table. 

The stocks shown in the schedule were 
not all held at any one time, but all were 
bought and paid for in full at one time or 
another during the period from October, 
1912, to October, 1920. My investible 
capital grew from a few hundred to ap- 
proximately $5,000. ? 

During the very early part of my in- 
vestment career, I labored under certain 
delusions, one of which was that all listed 
preferred stocks are “gilt-edge” securi- 
ties and must eventually prove profitable. 
This led me, when the preferred stock of 
the old Rumely Co. was dropping, into 
buying six shares at an average cost of 
$52 per share under the mistaken impres- 
sion that eventually everything would 
work out all right. I learned better very 
soon. I held on through the re-organi- 
zation, paid my assessment and made the 
best of an unfortunate investment. I al- 


as large as the largest amount he earned 
at any stage of his active career. 

It is easy to set down figures for a par- 
ticular fortune which you may wish to 
attain and to calculate how, at a certain 
profit per share, whenever the swing of 
the market reaches its highest peak, let 
us say, triennially, you can attain that for- 
tune. But it is extremely difficult actually 
to attain that which is so easy to set down 
on paper, amid the confusing conditions 
and circumstances and cross-currents of 
economic influences, which always exist in 
any market at any time. My policy is 
to adhere closely to sound principles of 
finance and investment, not to mort- 
gage my holdings so that I may ever 

e at the mercy of anybody else, con- 
stantly to study prevailing conditions 
and future probabilities, to compare 
notes with the past, and to revise my 
opinions as often as is necessary. 

Have I been successful thus far? As 
I look over the past, I see many missed 
opportunities, but why cry over spilled 
milk? Considering the small capital at 
my disposal, I feel satisfied with the re- 
sults. The mistakes of the past have 
taught me their lessons in a practical way 
and I am better prepared for the future. 
With the gradual accumulation of past 
experiences and continual increase of 
funds, I should be well started on the road 
to financial independence. 

As big oaks from little acorns grow, so 











lowed the lesson thus learned to sink in. may little savings rise to towers of 
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I have always kept an accurate account 
of my investments. Funds available for 
investment are kept separate from other 
funds, and the income from investments 
is added to this fund. 


The Value of Having a Goal 

Each man should have a goal toward 
which he is traveling, financially as well 
as morally. A well-ordered and well- 
balanced life is sure to bring its own re- 
ward. The standards of men are differ- 
ent, but financially a man should aim, as a 
minimum, to have an income, at the age 
of sixty, let us say, from invested funds, 


strength and influence in the financial 


world. 





Our correspondent’s decision to confine 
himself to standard dividend-paying se- 
curities, which he will purchase outright, 
assures his future as an investor. He will 
continue to make mistakes, now and then; 
everybody does. But mistakes made in 
the type of security he deals in are not 
likely to be very expensive. 

It is interesting to note from his table 
the dividends such conservatism pays.— 
Eprtor. : 





Insurance Questions and Answers 


Problems Confronted by Readers Discussed—A Review of Some of the Companies 


TWENTY-PAYMENT LIFE FOR 
SINGLE MAN OF 35 


Insurance Editor, 
THE MAGAZINE OF WALL STREET. 

Sir :—Taking advantage of your gener- 
ous offer, in your magazine for September 
to furnish information on life insurance, 
I ask the following questions: 

(1) For a single man of 35 who in- 
tends to go west to live and wants to 
carry $3,000 or $4,000 insurance, what 
kind of a policy would be best? 

(2) In what companies? 

(3) How is the Postal Insurance Co. 
regarded in comparison with the other 
good companies?—H. A, R 


Answer—For a single man aged 35 we 
would suggest, without knowing more of 
his personal affairs, some sort of Twenty- 
Payment Life Policy, with possibly some 
endowment features. We believe that the 
Twenty-Payment Life Guaranty Endow- 
ment Addition Contract issued by the 
Travelers fits your case. With the best 
Disability Clause the rate of the Travel- 
ers Insurance Co. for such a contract is 
$38.30 a thousand. This contract is quite 
elastic and has large cash values, both of 
which features we think are essential to 
a single man aged 35. 





ADDRESS OF POSTAL LIFE & AETNA 
CcO’S—COLUMBUS MUTUAL LIFE 


Insurance Editor, 
THE MAGAZINE OF WALL STREET. 
Sir:—Can you give me the address of 
the office of The Postal Life Insurance 


Co., and of the Aetna Company? Also | 


give me what information you can rela- 
tive to the reliability and standing of the 
Columbus Mutual Life Insurance Com- 
pany, of Columbus, Ohio—W. M. H. W. 


ANnsSwer—The address of the home 
office of the Postal Life Insurance Com- 
pany is 511 Fifth Avenue, New York 
City. 

The address of the home office of the 
Aetna Life Insurance Company is 650 
Main Street, Hartford, Conn. 

The Columbus Mutual Life Insurance 
Company, of Columbus, Ohio, is a healthy 
company doing an increasing business 
with a reasonable surplus. Its invest- 
ments are mostly it. mortgage loans. 





A DEFENCE OF GOVERNMENT 
INSURANCE 


Editor, THe MaGazine or Watt STREET. 

Sir: As an ex-service man I was much 
interested in the article from the pen of 
Mr. William Armstrong in the November 
13th issue of THe Macazine or WALL 
Street. I regret that Mr. Armstrong has 
not had time to make a deep study of the 
government bureau. If he had carefully 
gone into every detail of the government 
insurance plan; if he could have become 
acquainted with the hundreds of earnest 
ex-service men and women who make up 


the majority of the personnel of the bu- 
reau, from the director down to the latest 
appointed messenger, each with a personal 
fraternal interest in the welfare of former 
soldiers and sailors, I am very sure he 
would have formed the opinion held by 
every well informed insurance man—“the 
unanimous verdict rendered by the repre- 
sentatives of the most substantial insurance 
companies, that under no circumstances 
was the soldier or sailor to drop his gov- 
ernment life insurance.” 

Mr. Armstrong refers to “The Govern- 
ment” as if it were some formidable bug- 
bear, unapproachable, forbidding. This is 
a government by the people, for the peo- 
ple. For insurance purposes, “The Gov- 
ernment” is simply a group of two thou- 
sand five hundred loyal men and women, 
headed by the chief of the bureau, an 
army officer who achieved distinction in 
overseas service, and the head of the In- 
surance Division, a naval officer whose 
record shows years of efficient service in 
organization and administrative work. 








HE extremely practical series 
of articles on the subject of 
insurance published in recent 

issues of THE MAGAZINE OF WALL 
StrEET has attracted widespread at- 
tention. A group of typical inquiries | 
aroused: by these articles, and an- 
swers thereto, is published on this 
page for the benefit of our readers. 

The advice of our staff on mat- 
ters of insurance is free. Any in- 
formation relative to this subject 
will be gladly furnished on receipt 
of a stamped envelope, or through 
the medium of these columns. Let- 
ters should be addressed to the In- 
surance Department. 























The motto of the Insurance Division is 
“Efficiency,” and the watchword is “Ser- 
vice.” 

As for possible changes by future ad- 
ministrations, every policy issued to the 
men and women who served their country 
is a solemn contract, the fulfillment of 
which is pledged by the American nation, 
and it is not probable that any man will 
ever have the temerity to offer in the 
halls of Congress any measure which wil! 
tend to nullify these contracts. And if 
such measures were offered, no future 
Congress will ever seriously consider any 
change which will in any way impair the 
value of this protection to the loved ones 
of the ex-service men. No “political con- 
trol” will ever dare to interfere with the 
efficiency of the bureau. 

Mr. Armstrong is correct in his surmise 
that the Insurance Division has caught up 
with its work. It is true, too, that during 


a period in which so many million men 
were being discharged from the service it 
was a physical impossibility for the five 





thousand employees of the Insurance Di- 
vision to promptly answer all the corre- 
spondence and at the same time establish 
the records and perfect the organization 
of an establishment involving forty billions 
of insurance. Even if sufficient trained 
help had been available at any price, the 
limitations of meagre appropriations and 
inadequate housing would have presented 
virtually insurmountable obstacles. The 
bureau is now housed in satisfactory 
quarters, sufficient trained help is avail- 
able, the work in every department of the 
Insurance Division is current, and former 
policyholders are reinstating millions of 
insurance. 

The participation of the United States 
in the World War was a big job, and on 
the whole, it was exceptionally well done. 
Still, the entire resources of the nation 
were taxed and we got accustomed to 
“War Quality” in almost every sort of 
service from bootblack to banker. Private 
enterprise in many lines at times came 
near the breaking point, and public pa- 
tience was often strained. We endured 
war conditions on every hand, and I have 
often wondered why government functions 
were expected to be 100% efficient while 
private enterprise was compelled to beg 
the indulgence of the public and it didn’t 
matter because it was “war time.” 

As for the question of a bonus to the 
veterans, this is wholly for Congress, and 
of course the bureau has no jurisdiction 
in any way. Perhaps a future Congress 
will dispose of the matter, and a paid-up 
insurance policy would be an ideal ar- 
rangement. However, a five thousand 
dollar 20-year endowment policy, fully 
paid, for each of the five million men and 
women eligible would mean a lump sum 
investment at American Experience Table 
rates, of at least thirteen billion dollars, 
or an annual premium of a round billion 
for the twenty-year term. It is hardly 
probable the present Congress will pass 
legislation of this nature. Meantime, men 
are dying. Approximately fifty thousand 
of the men who were discharged from the 
service in perfect health will die next year. 
We do not know who these men will be, 
but they will not be with us at the end of 
the year. Government insurance, backed 
by the resources of the nation, sold at 
actual cost, on a monthly premium basis, 
satisfactorily administered, is offered these 
men for the protection of their loved ones. 
The advice of an ex-service man, familiar 
with the government plan of insurance, 
and in touch with the workings of the 
bureau, is “Hold on to Your Government 
Insurance.” Orrin A. Foster. 


We are glad to give publicity to this 
side of the government insurance ques- 
tion. It might be added that the in- 
efficiency which has characterized some of 
the previous operations of the Bureau of 
War Risk Insurance was Mr. Armstrong’§ 
chief criticism. Mr. Foster’s letter indi- 
cates that the enlargement of the bureau 
will go far toward correcting this.—Ep- 
ITOR. 
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INQUIRIES FROM HOME BUILDERS 


Editor, Tae MAGAzINE or WALL STREET. 
Sir:—As a general proposition, . what 
is your opinion of real estate as an in- 
vestment? It appeals to me as something 
much more tangible, much “surer” than 
paper eertificates. E. H. D. 





We presume that, by “paper certifi- 
cates,” you mean securities. Of course, 
these paper certificates are just as much 
tangible evidences of property as is the 
paper contract through which you secured 
title to your real estate. It is not correct, 
in other words, to compare real estate with 
securities; instead, real estate should be 
compared with the properties which the 
securities represent. 

Now, the value of a piece of real estate 
depends upon just one factor: That is the 
demand for that and other property in the 
immediate vicinity. This demand, of 
course, springs from the building up of 
the community involved. It will not de- 
velop unless the community in question 
offers special advantages. Frequently it 
does not develop even then. 

This being true, it is correct to say that, 
except in the case of farms, land alone can 
have no inherent earning power. Even 
the income it may produce (in the form 
of rent) will depend upon the existing 
demand for the surrounding ground. 

Securities represent business. Every 
going business, of course, has inherent 
earning power. It is on this earning 
power that the value of securities de- 
pends. 

These definitions are cited for one pur- 
pose: To show that real estate values, 
instead of being more tangible than secur- 
ity values, are actually less so. 

If you know that a large piece of ground 
is going to be needed, at any price, in the 
near future—and if you practice such tac- 
tics—you can buy that property with the 
assurance of being able to sell it soon at 
a profit. However, it is seldom that such 
an opportunity occurs. Generally the 
man who buys real estate as an invest- 
ments subjects his fortunes to one of 
the most uncertain hazards there is, i. ¢., 
the variations in the tastes of the buying 
public. Property owners who have had 
to hold what locked like ideal land for 
years because a fickle public wouldn’t “take 
to it,” can vouch for this stater zr, 

The man wh; yuys a security listed on 
fny ote of the recognized exchanges, 
fOwever, and who takes pains in his 
selection, can be sure of a great many im- 
portant advantages that the average real 
estate investor must forego. He gets 
marketability; he can cash in his invest- 
ment whenever he wants it. He gets a 
set income (if he buys a good bond or 
preferred stock). He has something 
definite to go on as regards the likelinood 
of a gain in principal, He can be sure 
that, in case of need, he will be able to 
gbtain a loa with his investment for col- 
lateral. H* buys no responsibility; there 
are fo fences to keep in repair, no grounds 
té Worry him, no roofs to shingle. He 
fan keep informed, almost constantly, as 
‘to the progress of the business his invest- 
ment represents. 

It is our belief that every man with 
money should own his own home. When 
selecting his home he should take every 
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available precaution to safeguard its fu- 
ture value. When it comes to a matter of 
investing his surplus funds. however, as a 
general proposition we advise his consid- 
ering the securities market first—EprrTor. 





Editor, Tae Macazine or Wau Street. 


Sir:—Your Mr. Armstrong’s contention 
in a recent issue of the Macazine that it 
pays to own your own home appealed to 
me very strongly. Does it reflect, may I 
ask, the views of your organization? 

B.S. J. 





The stand taken by Mr. Armstrong in 
the article to which you refer was un- 
doubtedly logical. His figures proved that 
rent payments, year after year, mount up 
to amazing totals after a given period; 
and that, compared with the outlay inci- 
dent to the purchase of a home, they are 
preposterously large. 

The argument in favor of owning your 
home, as opposed to paying rent, very 
clearly applies as between home owners 
and rent payers living in private houses 
in suburban or country communities. The 
argument may or may not apply to people 
living in apartment houses, for example, 
in a large city. Here they have no taxes 
to pay, no coal bills, no repairs, no com- 
mutation tickets. Indeed, if it be a matter 
of money—say in the case of young mar- 
ried people who are forced to economize 
and need but little room, a city apartment 
is often the cheapest establishment. 

It is not unlikely that our present day 
overcrowded cities are, in part at any 
rate, overcrowded for just this reason. 
The apathy in the suburban real estate 
market is partly due to the same cause. 

As a rule, it pays to own your own 
home. But no universal rule can be laid 
down. Each has to figure for himself, 
with his own particular circumstances in 
mind.—EbrTor, 





Editor, THe MAaGazine or WALL STREET. 
Sir:—Will real estate brokers handle 
the sale of house furnishings and fixtures 
for persons anxious to sell out? If so, 
what is the commission charged and is 
this commission legally established? 
Ae. fh 





Brokers will handle this sort of business 
in most instances. The rate generally 
charged as commission is 10%, although 
this rate may be varied by prior agree- 
ment between the broker and the seller, 
This raté cannot, we understand, be char- 
acterized as a “legal” fate, although we 
are led to understand that it would be 
upheld in the courts.—Eprtor. 





Editay, Tue Macazine or WALL STREET. 

Sir:—I have two small lots and a fair 
income. I am not yet ready to build a 
home, although I am saving towards it. 
Can you recommend a good loan associa- 
tion with which I could negotiate when 
the time comes, or some one with whom 
I could talk the matter over?—E. H. P. 

You might inquire of the Serial Build- 
ing Loan Association, 195 Broadway, New 
York City. This association loans money 
within a radius of 50 miles of its office, so 
that your lots would come within its limit. 


It has a department in which you can de- 
posit small amounts from time to time, 
securing interest on the same until you 
are ready to undertake your loan. It 
does not charge any premium for making 
a loan. There are other associations 
equally good, of course.—Enprror. 





SOME THINGS YOU OUGHT TO KNOW 
Simple Explanations of High Sounding 
Financial Expressions 

ORDERS TO BROKERS.—The broker is the 


agent of the customer, and the latter is al- 
ways responsible for the consequences of buy- 
ing and selling. The broker is only under 
obligation to do the work as skilfully as pos- 
sible in the best interests of the customer, but 
must follow the customer's direct orders “to the 
letter.” He is liable for delay and negligence 
even on the part of third parties, and the N. Y. 
Stock Exchange has further drastic rules that 
govern the conduct of members, that will give 
redress or relief even where the law is silent. 
There should never be a dispute between a good 
customer and good broker (note that this 
quality is reciprocal). Orders to broker should 
always be in writing, as it is hard to hold any- 
one to verbal transactions, and particularly those 
given over the telephone nowadays. Ordinarily, 
every order is cancelled at the end of the busi- 
ness day (at 3 p. m.) unless it is clearly under- 
stood, or by its very nature is intended to be 
carried over indefinitely until cancelled. Such an 
order becomes a “G.T.C” order, meaning “good 
till countermanded (or cancelled),” and known 
among the brokers as an “open order” because 
it remains “‘open” on the books of the specialists, 
The broker’s implied contract is to do his work, 
and see that others do it in spite of disad- 
vantages, and therefore, he makes good very 
often out of pocket where there has 
been an oversight, or an undue delay, or an 
“execution” of an order that was not strictly to 
the advantage of the customer. The rules of 
the N. Y. Stock Exchange enforce this where 
the law would ordinarily give no redress. The 
strong ethical sentiment among members is re 
sponsible for their anxiety to have no disputes 
with customers, and to satisfy them. 


his own 


VOTING TRUST AND VOTING TRUST 
CERTIFICATES.—Where it is desired that the 
control of a corporation shall remain well with- 
in bounds, for some reason or another, either 
the majority of the outstanding common stock, 
or a very large block of it sufficient to in- 
fluence control through its voting power, is 
“vested” in trustees, consisting of a trust com- 
pany, a committee, or sometimes a committee 
formed among the directors or founders of the 
company. In such case, the actual stock 
certificates are signed and issued, but they are 
handed over to the voting trust committee with 
a written agreement regulating the operation of 
the voting trust, as well as the disposal of the 
stock. The holders of stock are then given 
voting trust certificates instead of their stock, 
the latter being no different in value, dividends, 
or equity in the corporation, excepting that no 
holder of a voting trust certificate (or any 
number of them) can have a vote. The vote is 
virtually “pooled” by all parties to the original 
trust, and no subsequent change of 
ownership «f the consequent voting cer- 
tificates can affect the voting power of the 
voting trust. Such certificates are described on 
the exchanges as “‘v.t.c.” after the name of 
the stock. It very often happens that in the re- 
organization of a corporation, the new stock is 
put into a voting trust and “certificates” is- 
sued, so as to insure the continuance of the 
policies of the reorganizers for quite a long 
time, without interference by newcomers into 
the corporation. This is not a factor that need 
influence the average investor when considering 
a purchase or sale. 


voting 


trust 
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N dealing with the question of 
switching from one public utility 
bond into another an important con- 
sideration, and one that should always 


be kept prominently in view, is the 
comparative marketability of the 
issues in question. Unfortunately, 


the number of public utility - bonds 
listed on the New York Stock Ex- 
change is not large, while those having 
a comparatively broad and active 
market are for the most part highly 
speculative, being mostly issues of 
traction, light and power companies, 
whose financial status is far from cer- 
tain, to say the least. But there are 
any number of excellent issues which 
are extensively dealt in “over the 
counter,” and in which the normal vol- 
ume of trading is even larger than in 
the case of many listed bonds. 

The bonds of the Pacific Light & 
Power Corp., the American Gas Co., 
the Brooklyn-Edison Co., the American 
Water Works & Electric Co., and the 
Southern California Edison Co., for in- 
stance, are not listed on any regular 
exchange, and yet it is safe to say that 
the volume of trading in any of them 
normally is greater than in many similar 
issues which have been admitted to 
trading on the floor of the New York 
Stock Exchange. Hence, it does not 
necessarily follow that because a bond 
is listed on one of the country’s leading 
Exchanges, it has a broad and active 
market. 

As a matter of fact; there are any 
number of bonds listed: on the New 
York Stock Exchange that are quoted 
so infrequently that it is necessary to 
go over the records for months back to 
find an official quotation for them, 
while, on the other hand, there are 
numerous unlisted issues on which one 
may secure a fairly close bid and offer 
readily enough. 


Importance of Keeping Informed 


In a previous article, reference was 
made to the necessity under which in- 
vestors in public utility securities or- 
dinarily labor of keeping ever in touch 
with local conditions, insofar as they 
may affect the weal or woe of the com- 
panies whose securities they hold. 
There is a special need for this in the 
case of public utility stocks, since the 
price movements of the latter are gov- 
erned more largely by local conditions 
than by those general economic factors 
which affect the security market as a 
whole. 

The same is true, but in somewhat 
less degree, of public utility bonds. We 
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Public Utilities 


Switches for Holders of Utility Bonds 


How Some of the More Prominent Issues Compare—A Bond It Would Not Pay to Hold 


By D. J. RIORDAN 


know, for instance, that the abnormally 
high price which new capital has com- 
manded since the outbreak of the 
World War, the heavy burden of taxa- 
tion which the war has laid upon re- 
cipients of fixed incomes, the ascending 
scale of living costs, which made it 
necessary for many bond holders to sac- 
rifice their gilt-edged, long-term, low- 
interest bearing bonds in order to ob- 
tain the higher returns afforded by the 
newer sectirities of comparatively early 
maturity but bearing unprecedentedly 
high interest rates, have been the chief 
factors operating to depress the bond 
market during the last four or five 
years. But in addition to these factors, 
the public utility list has had to bear the 
weight of a generally hostile attitude on 
the part of the public and their repre- 
sentatives toward the movement to 
grant the utilities some measure of re- 
lief from the rising tide of operating 
costs that at one time threatened to 
engulf them. In many cases substantial 
relief in the shape of higher charges for 
service has been granted. In other 
cases, partial compensation has been 
granted grudgingly and only after a 
severe struggle. In many more, the 
utilities are still being crushed between 
the upper millstone of fixed rates and 
the lower millstone of excessively high 
operating costs, although, of course, the 
falling commodity markets and the in- 
creasing efficiency of labor are gradu- 
ally bringing their own relief. 

In distinguishing between public 
utility securities, therefore, it-is neces- 
sary to keep these factors constantly 
in view, for unless a more liberal and 
more tolerant attitude is adopted by the 
public in certain localities, it is difficult 
to see how the utilities serving those 
communities can soon overcome their 
financial difficulties. 

Otherwise, the principles ‘which un- 
derlie scientific investment in public 
utility bonds are not fundamentally dif- 
ferent from those which govern bond 
investments in general. Given adequate 
security and sufficiency of earnings to 
cover interest requirements, other 
things being equal, public utility. bonds 
of the better class are entitled to as 
high a rating as that accorded to the 
better type of railroads or industrial 
bonds. Of course, there are various 
grades of utilities, just as there are va- 
rious grades of industrial and railroad 
securities, but for the reasons set forth 
above it is necessary to exercise ex- 
treme care in differentiating between 
issues whose status is governed largely 
by local conditions and those which 





are governed by conditions affecting the 
investment market as a whole, and it is 
for the purpose of making this doctrine 
clear that the following examples of 
“switches” are suggested: 


GENERAL GAS & ELECTRIC 
Convertible 5s 


General Gas & Electric ist & Con- 
vertible 5s, due July 1, 1932, are out- 
standing to the amount of $1,077,000, 
the total authorized issue being $20,- 
000,000. They are a direct obligation 
of the company, and secured by deposit 
with the trustees of $1,293,000 North- 
western Ohio Railway & Power Co. 
Ist 5s, and also by $1,679,100 common 
stock of the Rutland Railway, Light & 
Power Co. They are convertible at par, 
at the option of the holder, at any time, 
into 7% cumulative participating pre- 
ferred stock, and are subject to $1,943,- 
000 Rutland Railway, Light & Power 
Ist 5s of 1946. The bond is now selling 
in ‘the neighborhood of 63, on which 
basis it yields to maturity about 10.65%. 

While at the present time the securi- 
ties of the company are in about as un- 
favorable a position as they are likely 
to be, and while the earnings of the 
company have shown some improve- 
ment in the past year, yet this bond 
issue is secured by collateral of rather 
doubtful value, and the company’s earn- 
ings show but a slight excess above in- 
terest requirements, Very probably, 
the business of the company wi!! favor- 
ably reflect from now on the lowering 
of commodity prices and the increased 
efficiency of labor that has been wit- 
nessed in’ recent months, and all this 
should work for improvement of the 
status of the company’s securities. It 
is doubtful, however, whether the earn- 
ing power of the company will risé 
sufficiently in the near future to entitle 
its securities to a high rating. 

Moreover, the company does not 
publish a consolidated balance sheet, 
that is, one revealing the financial con- 
dition of its subsidiaries, nor are those 
of its subsidiaries available; hence it is 
impossible to obtain a clear idea of the 
company’s true cash position. 


The Public Service Corp. of N. J., 
on the other hand, is one of those com- 
panies which regularly takes the public 
and its bond and shareholders into its 
confidence, and its periodical state- 
ments of conditions call for little criti- 
cism on the ground of obscurantism. 
The company’s earnings showed con- 
sistent and steady improvement in the 
years prior to 1916, in which year, 
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after payment of all charges, $11.66 a - 


share was earned on the $25,000,000 
common stock then outstanding. The 
extraordinary difficulties which the cor- 
poration’s subsidiaries have experienced 
during the past three or four years in 
endeavoring to meet the increased cost 
of labor and materials under insufficient 
rates for service, have, of course, been 
reflected in a considerable reduction in 
the parent company’s annual net in- 
come. But thanks to the fairness and 
liberality of the New Jersey Board of 
Public Utility Commissioners in per- 
mitting the company to charge living 
rates for service, there is reason to look 
for a much better showing on the part 
of the company from now on. If the 
Public Utilities Commission permits the 
establishment of permanent rates, based 
on the valuation of the company’s prop- 
erties that is now nearing completion, it 
should earn a very fair return on its 
investment in the years to come, and 
dividends on both the common and pre- 
ferred stock should be continued in- 
definitely at the present rates, namely, 
4%-per annum on the common and 8% 
on the preferred. The general outlook 
for the corporation, therefore, is quite 
satisfactory. 

It would appear that the corporation’s 
general mortgage sinking fund 5s, which 
mature October 1, 1959, and of which 
$50,000,000 are outstanding, are entitled 
to a better rating than has been ac- 
corded to them in the past. The bonds 
are a first lien upon leases for at least 
900. years from their respective dates, 
»n a number of valuable gas and elec- 
tric properties serving the great in- 
lustrial districts of Northern New 
Jersey, including the cities of Newark, 
Jersey City, Paterson, Passaic, New 
Brunswick, Plainfield, Hoboken, Bay- 
onne, etc., and are further secured by 
deposits of bonds and stocks having a 
par value in excess of $60,000,000. 
Furtherm «+, they are a lien upon all 
the real estate and personal property 
of every character now owned by the 
corporation or that may hereafter be 
acquired by it. The bonds are listed on 
the New York and Philadelphia Stock 
Exchanges, have a broad market, and 
are now selling in the neighborhood of 
60, on which basis they. yield about 
8.5% to maturity. This is somewhat 
less than the yield afforded by the 
General Gas & Elec. Co. bonds, referred 
to above, but as the annual return is 
larger by reason of the lower price, and 
as the bond would appear to have the 
more favorable investment status, a 
switch from General Gas & Electric 5s 
would seem advisable. 


MILWAUKEE GAS LIGHT Ist 4s 
MONTANA POWER 
Ist and Refunding 5s 


Both of these are high grade bonds. 
The Milwaukee issue is well protected 
in both equity and earnings, being a 
first lien on property valued at several 
times the total of bonds outstanding, 
viz. $9,531,000, and having a record of 
earnings behind it that is much more 
favorable than the average. But as the 
bond, which is now quoted in the neigh- 
borhood of 81, has only about six years 
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to run, and as it will probably be a 
long time before another opportunity 
is presented to acquire gilt-edged se- 
curities at prices giving anything like 
currently obtainable yields, one who de- 
sires an unusually high yield on his 
investment for many years to come 
might do well to switch into one of 
the high class, long-term issues, that 
can be bought in the open market at 
present, at a price yielding anywhere 
from 6% to 74%. 

The Montana Power Ist & Refunding 
5s, which mature July 1, 1943, un- 
doubtedly belong to this class, and as 
the bond can now be purchased in the 
neighborhood of 84, at which price it 
returns about 6% per annum, a switch 
into the same is recommended. The 
bond is a direct obligation of the com- 
pany, and secured by a mortgage on all 
its property, rights, franchises, etc., to- 
gether ‘with certain stocks and bonds 
of other companies, having in all a 
value very much in excess of the total 
issue of 5s, now outstanding, namely, 
$22,328,700. The company, moreover, 
has an excellent record of earnings, and 
is paying dividends on both its pre- 
ferred (7%) stock, and common (3%) 
stock. The bond, therefere, is entitled 
to a high rating, and the conservative 
investor, with whom security of prin- 
cipal is the first consideration, could 
hardly desire a safer issue. The bond, 
at any rate, is entitled to at least as 
high a rating as that enjoyed by the 
Milwaukee Gas issue, and the holder of 
the latter who is looking for a long- 
term bond of equal security and afford- 
ing a higher annual return would do 
well to consider the proposed switch. 


MANHATTAN RAILWAY Ist 4s— RIO 
GRANDE WESTERN COLLATERAL 
TRUST 4s 


While the Manhattan Railway issue 
has a big equity of property back of it, 
including practically all of the elevated 
railroads in the boroughs of Manhattan 
and the Bronx, New York City, and 
extensive real estate holdings in various 
parts of the city, valued in all consider- 
ably more than the total of these bonds 
outstanding, namely, $40,634,000, yet the 
earnings of the company in recent years 
have been very poor, and the interest 
on these bonds was not earned within 
50% of the requirements in either 1919 
or 1920. While the immediate future 
does not look altogether promising, 
the falling commodity markets and the 
increasing efficiency of labor, will, in time, 
make for better earnings. There is a 
possibility, too, that if the State Legisla- 
ture does not enact legislation providing 
for an increase in traction fares in New 
York City, it will give the traction com- 
panies other compensation, perhaps in the 
shape of abolition of the franchise tax. 
But until the outlook becomes clearer, 
and it has been definitely established 
that the leasing company, the Inter- 
borough. Rapid Transit Co., .has 
definitely escaped receivership, the 
status of these bonds will necessarily 
be in question. 

But one who desires to avoid the 
anxiety occasioned by the possession 
of a scmewhat dubious security might 


do well to exchange his bonds for one * 


of the better grade 4% railroad issues, 
such as, for instance, the Rio Grande 
Western collateral trust 4s, which are 
now selling around 54, or about 3 points 
below the. Manhattan Railway Con- 
solidated 4s. The bond, although a 
second mortgage on the main line of 
the railroad, is well protected, being 
secured by deposit of the entire capital 
stock of the Utah Fuel Company, whose 
coal mines constitute a valuable source 
of income to the railroad, and by a 
first mortgage on a number of valuable 
feeders, upon which the system depends 
for a large ‘part of its traffic, so that it 
would be difficult indeed to conceive of 
any circumstances whatever that could 
lead the system to default in the inter- 
est on these bonds. The issue is, in 
fact, entitled to a good investment rat- 
ing and must be regarded as one of the 
cheapest bonds on the railroad list, at 
the price. 


CHICAGO RAILWAYS Ist 5s—HUDSON 
& MANHATTAN REFUNDING 5s 


The Chicago City Railways Co. has 
had a rather checkered career by 
reason, largely, of its partnership with 
the city, under the terms of which the 
city is entitled to 55% of surplus earn- 
ings, after first providing for all operat- 
ing expenses, including taxes, mainte- 
nance, and depreciation, and 5% on the 
value of the property, as increased from 
time to time. Under the terms of the 
franchise, also, the city, at any time 
prior to 1927, may purchase all the 
properties of the company for municipal 
ownership and operation, for $30,779,874, 
plus expenditures on the property 
since February 1, 1907,. including any 
amount advanced to the city for con- 
struction of subways in downtown 
business districts. As a result of this 
arrangement, the company’s earnings 
over fixed charges have been extremely 
slender. Last year, it is true, resulted 
in a surplus of $182,461, but in the pre- 
ceding year a deficit, after charges, of 
$374,017 was reported. 

The company is still at loggerheads 
with the city authorities on the question 
of increased fares, and it is doubtful 
now whether it will get any substantial 
relief from this source, so the position 
of the lst mortgage bonds, which ma- 
ture February 1, 1927, and of which 
$59,926,000 are outstanding, is not any 
too strong, although it must be ad- 
mitted that the issue is well secured as 
to property. The fact, however, that 
the bonds are now selling around 63, 
on which basis they yield about 13.4%, 
shows quite conclusively their specu- 
lative character. 

One who desires more security and 
less anxiety might well consider the 
advisability of switching from this issue 
to the Hudson & Manhattan Ist Lien 
Refunding Mortgage 5% bonds, which 
mature February 1, 1957, and of which 
$37,521,233 is at present outstanding. 
These bonds are secured by a mortgage 
upon the company’s entire property, 
subject on.y to $1,400,000 of prior liens 
and real estate mortgages aggregating 
$927,000 against certain portions of the 

(Continued on page 421) 
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Columbia Gas & Electric Company 





Light and Power the Backbone of Columbia’s Business 


Large Earnings from Natural Gas but These Returns Subject to Comparatively Wide Fluctua- 
tions—The Company’s Diversified Activities 


EVERAL weeks ago the directors of 
Columbia Gas & Electric increased the 
dividend on the capital stock from $5 
to $6. Considering the fact that other 
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companies are cutting dividends or at 
least show no desire to raise the present 
rate of disbursement on account of the 
general economic situation, this action 
would seem to call for explanation. 

The reason seems to be found in the 
fact that the financial position and earning 
power of the company are sufficiently 
satisfactory to permit a higher rate of 
dividends than was paid in 1920. 


Diversified Interests 


The activities of Columbia Gas & Elec- 
tric are diversified. The company, through 
its own activities and those of its subsid- 
iaries, has five sources of income. These 
consist of earnings from natural gas, elec- 
tric light and power, street railways, gas- 
olene and water. The latter, however, is 
a comparatively negligible source of 
earnings. 

The most important factor in the com- 
pany’s business is natural gas. These 
earnings amount to about 46% of the total 
gross earnings (see table). Next in im- 
portance are earnings derived from sales 
of electrical light and power which amount 
to about 38% of the total. Gross earn- 
ings from street railways amount to about 
12% of the total revenue. Earnings from 
gasolene form only a small part—2.31%— 
of the total earnings. 

The greatest stability in earnings is ob- 
tained from the electrical light and power 
business. This shows a regular increase 
since 1916 from 82,281,478 Kw. H. to 195,- 
000,000 Kw. H. in 1920. Mot of the 
electrical business of the company is cen- 
tered in the Cincinnati district. This is 
controlled principally through the Union 
Gas & Electrical Co., one of the com- 
pany’s subsidiaries. Practically speaking, 
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By JOHN T. WINDSOR 


this is the backbone of the company’s busi- 
ness and will probably fluctuate little, at 
least as compared with earnings from the 
natural gas business. 


Natural Gare ~* ; 


The company owus a! s either 
directly or through its chiet supbsidiazy 
the United Fuel Gas Co., natural gas 
rights in an area of about 1,000,000 acres, 
exclusive of the oil rights in about 600,000 
acres. These properties are situated in 
the heart of the rich oil and gas lands of 
West Virginia and Kentucky. 

This gas is sold to domestic consumers 
and various industrial enterp.ises. I am 
informed that the bulk of it goes to do- 
mestic consumers, which means that de- 
mand from this source should be more or 
less stable, as this is the chief fuel used 
by many in the districts through which 
the company operates. As to consumption 
of natural gas for industrial purposes, this 
seems to be another matter, and no doubt 











COLUMBIA GAS AND ELECTRIC. 
Sources of Income. 

Source % derived 
HERE Secncbebcesatebe ose 46.37% 
DE \. cactecetéoctnensebad 38.24 
SE CEE ccccéoccctavessen 12.72 
GORTTORD © cdocvecscccccestececess 2.31 
TEED, .duccdcccperecasennsentacets 0.36 

100,00% 




















continued depression in the industries re- 
quiring the company’s product will result 
in lessened demand. 

In the Cincinnati district, the company 
receives only 35 cents per thousand feet. 
This is a pretty low rate, and it is ex- 
pected that when the present contract with 
Cincinnati runs out in October of the 
current year, a vigorous attempt will be 
made for a higher rate. This would, of 
course, offset any possibly unfavorable de- 
velopments in the demand for natural gas 
for industrial purposes. 

While the company’s earnings from nat- 
ural gas are large, they will, no doubt, be 
subject to fluctuation, rendering this a 
rather weak element in the company’s 
business: Certainly they will not be so 
stable as earnings from the electrical end 
of the business. 


Gasolene Earnings 


The gasolene activities of the Columbia 
Gas & Electric Co. and the United Fuel 
Gas Co. are of comparatively recent date, 
commencing in 1916. This gasolene is ex- 
tracted from the natural gas passed 
through the lines of the two companies. 
The business has grown to pretty good 
proportions, although as compared with 
earnings from natural gas and electric 
light and power, it is comparatively small. 
A favorable feature is that the gasolene 
manufactured by the two companies is of 





the richest grade and commands a pre- 
mium over the ordinary commercial prod- 
uct. 

While Columbia Gas & Electric is prac- 
‘ically a public utility, it seems to have 
good speculative possibilities in its oil 
rights. Up to the present these oil prop- 
erties have not been developed except on 
a small scale. Owing to the rich nature 
of the crude oil found on these properties 
and the fact that the oil resources con- 
tained therein are large, it is believed that, 
eventually, the company will be able to 
derive a good income from this source. 
This, however, is a matter of future de- 
velopment and hardly has any bearing on 
the company’s present status. 

The company’s street railways consist 
of about 85 miles, leading into Cincinnati. 
It does not own the Cincinnati lines, 
merely supplying their electric power. The 
operation of the company’s street railway 
property is quite profitable, which is a 
rather remarkable thing in these days 
when many street railways are bankrupt. 
While earnings from this source amount 
to a little less than $1 a share on the 
outstanding Columbia Gas stock, they are 
dependable and will probably not fluctuate 
much, 





COLUMBIA GAS & ELECTRIC 


ARNED PER Si 


PAID PER 


stimated. 


Financial Condition ) 

The company’s capitalization consists of 
$16,693,000 funded debt and $50,000,000. 
capital stock of $100 par value. The 
funded debt consists of $13,843,000 Ist 
mortgage 5% bonds, due Jan. 1, 1927, and 
— 5% debentures, due the same: 

te. 

As of Oct. 31, current assets amounted 
to $4,778,008 against current liabilities of 
$2,802,428. The financial condition of the 
company is apparently satisfactory. 

(Continued on page 423) 
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The Street Railway Fare Situation 


Degree ef Relief Which Has Been Granted to Counterbalance Rising Costs—Summary of 


HE street railway companies operat- 
T ing in the United States have almost 

alf been adversely affected by rising 
operating costs. In many cases, the situa- 
tion has been so hopeless as to cause 
complete suspension of trolley service and 
no small number of lines have been sold 
for junk. In many cases, increased fares 
have been granted, but frequently this has 
happened too late to insure the solvency 
of the companies concerned, for the delays 
occasioned incident to the public hearings 
and due consideration by the several pub- 
lic service commissions have caused in the 
meantime severe deficits in operation to 
the companies concerned. 

In fact, we would be safe in saying that, 
as a rule, the increases when granted have 
come at least one year too late to satisfy 
the scale of operating costs. It has fre- 
quently been necessary for companies to 
apply for several increases. No sooner 
would one increase be granted than higher 
osts would necessitate another. In some 
instances, four or five increases have been 
granted: 

The situation in the several states is 
by no means uniform owing to the differ- 
nt complexion of the several commissions 
in authority. 

In the New England group, Massachu- 
setts stands pre-eminent as having taken 
a very broad view of the public utility 
situation and it may safely be assumed 
from the number of ten cent fares now in 
force that the street railway department 
of the public utility field is well protected. 
In the city of Boston a ten cent fare is 
not only in force but if a_deficit in opera- 
tions results after the payment of 6% on 
the invested capital, a special tax is levied 
upon adjacent property to the lines op- 
€ rating. 

Massachusetts, however, is not without 
its lines which have ceased operations. 
In some instances, these lines should never 
have been built, as they were unfortunately 
located. Even under the most advanta- 
geous conditions of operation, they would 
not make money owing to the heavy au- 
tomobile competition and the small popu- 
lation of the territory served. It is being 
proven more and more that the street rail- 
way business is a distinctly urban one and 
that the higher costs of operations which 
have necessitated higher fares have made 
steam railway transportation practically 
no more expensive than electric railway, 
there being a distinct advantage in speed 
to the former but generally a more fre- 
quent service to the latter. In the New 
England group it appears that Rhode 
Island has fared worse than the other 
states, and while a six cent zone system 
is in effect in the several cities of Rhode 
Island, yet the systems operating there are 
in the hands of a receiver. 

In the Northern Central group, Penn- 
sylvania seems to have taken the best care 
of its street railway utilities, as we see 
a large percentage of the cities operating 
at a ten cent fare. Michigan also has 
done well. New Jersey, with a great 
number of her cities operating at seven 
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Present Fares 


cents with a one cent transfer charge, is 
under these conditions not breaking even 
on fixed charges. Higher fares have been 
requested. 

In New York State several of the 
smaller cities have had fare increases, but 
New York City still has the five cent fare 
in effect on a majority of its lines. These 
fares are fixed by charter and are impos- 
sible of change except by special legisla- 
tive action. The transportation facilities 
are taxed to the utmost in New York, and 























NUMBER OF COMMUNITIES IN VARIOUS 
STATES IN WHICH STREET CAR 
FARES HAVE BEEN ADVANCED 

New England Group: 
States fare fare fare fare 
6c To 8c 10c 
a 1 4 2 1 
Massachusetts ... 9 a > os 42 
Vermont ........ 3 2 ‘ie os 
New Hampshire.. 4 2 1 2 
Connecticut ..... .. 7 ss 3 
Rhode Island ... 11¢. .. ‘ ve 
Northern Central Group: | 
New York ...... 138 20 10 nm 
New Jersey ..... 5 a os 1 
Maryland ....... .. 3 - a 
Delaware ......-- 1 ae 1 -- 
Pennsylvania .... 17 18 11 14 
GES orcccovices 8 4 3 2 
Indiana ......... 1 3 6 an 
DD inegesvee ce 4 16 6 5 
Michigan ......-. 6 4 be 7 
Wisconsin ....... 10 5 ee 
Southern Group: 
Virginia ........ 3 a. 
West Virginia 1 4 1 1 
Kentucky ....... 1 5 =a < 
North Carolina .. 2 i0 ee oe 
South Carolina ... 1 4 im a 
Tennessee ....... .. 3 oe - 
Georgia ......... 4 8 ih 1 
Alabama ........ 5 4 2 wil 
Mississippi ...... 1 6 ee 
Florida .......... +; on 
Arkansas ........ 8 
Oklahoma ....... .. 5 1 
Louisiana ........ 2 
TOXAS .....5.e055 4 5 2 
Western Group: 
Minnesota ....... 3 at 
Towa® ....see05:> 1 2 8 
Serre 2 3 2 
North Dakota .... .. 1 < 
South Dakota 2 aa ~ 
Woebrashka ........ «; 4 e 
Kansas .......... 2 2 
Montana ......... 1 1 1 
Wyoming ........ .. 1 _ 
Colorado ......... 5 
New Mexico ..... 1 
Tdaho ....-seescee os 1 
WEEE <owceveccccce es 1 
Arizona ......++5 «+ 1 1 
Nevada ........++ «- * 
Washington ..... 1 2 5 
Orefon .....s.eee +s oe 1 - 
California ....... 7 ae ee 1 
y ~ an Ohio and Iowa one city each 
at 9c, 
tic, charged for transfers, 4 Mass, and 
26 N. J. cities. 
tLimited zone system, 10 R. I. cities. 
j 

















the companies are trying to operate as 
few cars as possible for the traffic which 
they have to carry. The subway condi- 
tions are intolerable during the rush hours 
and it would seem that the several rapid 
transit companies could operate trains at 
a closer headway. In fact, statistics of 
operation bear out this contention, for in 
the last three years transportation facili- 
ties in miles of track operated have more 
than doubled while the traffic handled has 
increased but 40%. The passengers per 
car mile, however, are the same now or 
even higher than they were three years 
ago, indicating fewer trains per thousand 


Passengers carried are operated today, vr, 
in other words, the average headway has 
been increased and is not as good as it 
once was. 

In the Southern group of states seven 
cents is practically the highest fare at- 
tained, as only in a few instances has this 
amount been exceeded. 

In the Western group of states we find 
a heavier predominance of eight cent fares 
and in a case of Washington, five cities 
with a ten cent fare. In San Francisco 
conditions are somewhat similar to New 
York, the rate being fixed by state char- 
ter, but unlike New York the United Rail- 
roads of San Francisco has been able to 
operate successfully on a five cent fare. 
This is due to the extremely short haul 
average in that city. 

In the Eastern district of the United 
States, comprising the New England 
States, New York and New Jersey and 
a part of Pennsylvania, it would seem 
that a ten cent fare is the only fare that 
allows a margin of profit above operating 
expenses and interest charges. We do not 
include the New York rapid transit lines 
in this group, however, as we believe they 
would make a profit at a less fare than 
would the surface lines. 

There is a tendency towards a stand- 
ardized ten cent fare, but we believe that 
this fare is only suitable for the districts 
that we have mentioned, with, of course, 
possible exceptions. In general we be- 
lieve that a flexible fare is advisable and 
that the system of selling a number of 
tickets or tokens for a certain multiple 
of five cents is a good one. The tickets 
provide a handy means of paying for one’s 
ride and eliminates the necessity of mak- 
ing change in pennies. 

Street railway systems in the United 
States that have managed to survive the 
period of high operating costs should 
emerge from the present situation in a 
great deal stronger position than they were 
previous to the time when costs began to 
rise. The lag of time incident to the 
period between the decline of operating 
costs and a fare adjustment will tend to 
benefit the companies as operating costs 
decline, just as they tended to hinder the 
companies as costs increased, 

The street railway companies will nec- 
essarily have to be in a strong financial 
condition before fares are reduced and 
investments in their securities should be 
regarded favorably. Such securities as 
Boston Elevated common or preferred 
and the affiliated company, West End 
common or preferred, appear attractive 
because of the guarantee by the State; 
these securities are now practically deben- 
tures upon the Commonwealth. 

An investor in street railway securities 
should carefully consider the complexion 
of the State Commission as indicated by 
the results depicted on the table here- 
with. He should ascertain the possibility 
of jitney competition and also the likeli- 
hood of serious private automobile opera- 
tion affecting the line, as it has happened 

(Continued on page 426) 
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Asbestos Corporation of Canada 





Arabian Nights’ Tale of the Asbestos Corporation 


Once Struggling Concern Now Among Most Prosperous in Canada — Earnings on Common 
Up from Nothing to 22% in Seven Years 


YANADA has many important natural 
C resources, and in some cases comes 
near to holding the world’s supply. 
Everyone is familiar with the vast nickel 
deposits at Sudbury, and the place of the 
Canadian spruce tree in supplying news- 
print to an increasing section of the world 
has been made common knowledge in re- 
cent months. 

There are also a few rare minerals 
known to the specialist and out-of-the- 
way manufacturer, but it is doubtful if 
the role of asbestos as a Canadian prod- 
uct supplying the greater part of the 
world is widely appreciated. This silk- 
like appearing mineral, now so essential 
in certain industries, such as motor 
manufacture and in ships and factories 
as a heat resistant, comes mainly from 
a small area in the Province of Quebec, 
directly east of Montreal, and between 
the Vermont border and the city of 
Quebec. 

Although the principle of asbestos was 
known even to the Greeks, the Canadian 
deposit at Thetford was not discovered 
till 1877, since when the mining area 
has lengthened, until now 85% of the 
world’s supply is drawn from the narrow 
belt that extends from the Chaudiere 
River, near Quebec, to the western side 
of Lake Memphramagog. 

The mineral occurs in a series of nar- 
row and irregular veins occasionally at- 
taining a width of 


By M. O. HAMMOND, Toronto 


operating in the same territory. A condi- 
tion of great prosperity has come to the 
industry in the past three or four years, 
and the increase in earnings by the As- 
bestos Corporation reads almost like a 
romance. This prosperity was first felt 
about the middle of the war period, after 
the company had replaced the old Central 
European markets with new demands 
arising first from the war and later from 
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ASBESTOS CORP 
M PREFERRED STOCK 
COMMON STOCK. 


PRICE RANGE OF STOCK* 


derful qualities. Among other uses, it is 
the base of all efficient heat: insulation, 
effecting a saving of fuel in ships, fac- 
tories and homes. It is replacing rubber 
to a large extent in high grade packings, 
and as to roofings and building material, 
it has qualities of durability and fire re- 
sistance that no other material can ap- 
proach. The automobile industry of the 
world depends on asbestos for the brake 
band linings manufactured from _ the 
higher grades of this extraordinary ma- 
terial. The total world’s consumption of 
asbestos in 1918 was about 155,000 tons, 
of which Canada supplied 142,000 tons, 
the balance coming mainly from South 
Africa.” 


Succeeded an Earlier Company 


The Asbestos Corporation is the suc- 
cessor to an earlier company, called the 
Amalgamated Asbestos Corporation, 
Limited, which had been incorporated in 
1909, and was succeeded by the present 
company three years later, after a brief 
and disastrous career. The Amalgamated 
was incorporated with $7,500,000 5% 
bonds, $1,875,000 7% cumulative preferred 
stocks, and $8,125,000 common stock, and 
was itself a merger of six of the most 
important producers in the Province of 
Quebec. By October, 1910, the dividend 
on the preferred stock was deferred, and 
oy December, 1911, payment of interest 

on the bonds was 





defaulted. Condi- 





six inches, though 
those of the larger 
size are compara- 
tively rare. The de- 
posits are worked 
by open quarrying, 
though latterly the 
construction of tun- 
nels has been an im- 





ASBESTOS CORPORATION OF CANADA. 
Income Account. 


Preferred Stock Common Stock 
Earned Paid Earned 


tions in the building 
trade were unsatis- 
a factory, the industry 
$54,766 was poorly organ- 
oa be ized, and the com- 
215,476 pany failed to real- 
Bp ize the expected 
478,072 profits and volume 
of business. 











portant development, 








for, besides opening 

up further veins, it has enabled the work 
of production to be carried on in winter, 
as well as the other seasons. 

At present, the principal rival for 
Canada in the production of asbestos is 
South Africa, but the fibre from the latter 
country has to be mixed with that from 
Canada to produce the best results. 


The Most Prominent Producer 


In the operation of this peculiarly Ca- 
nadian industry, the Asbestos Corpora- 
tion of Canada takes the lead, although 
there are a number of other companies 


certain industrial needs, such as motor 
manufacture. The company’s position 
might best be described in the words of 
President W. G. Ross, in the last pub- 
lished annual report of the company, is- 
sued early in 1920, in which he said: 
“The industry as a whole has made 
great progress, the output having more 
than doubled in the past ten years, and 
now forms 50% of the total mining output 
of the Province of Quebec. This rapid 
advance is due to the new uses to which 
asbestos has been put, and to the better 
knowledge and appreciation of its won- 


A drastic reor- 
ganization followed, in which the entire 
preferred and common stock issues were 
wiped out, and the bondholders were 
given for every $1,000 bond, $250 
new first mortgage bond, $500 new 
6% preferred stock, and $250 new com- 
mon stock. This called for $2,000,000 
new 5% bonds, $4,000,000 preferred 
stock, and $2,000,000 common. stock. 
Working capital was provided by the 
sale of an additional $1,000,000 5% bonds 
at 85, with a bonus of 100% common 
stock to holders of the bonds. and pre- 
ferred shares of the old company. Thus, 
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with the exception of $1,000,000 common, 
the entire share capital of the present 
ympany represents bonds of the old 
mpany. 


Effect of the Reorganization 


This reorganization took place in the 
iddle of the year 1912, but it was several 
vears before the fruits of the change were 
It. Profits were on a modest scale, and 
here was no dividend paid on the com- 
ion stock until 1918, but by 1920 the dis- 
ibution was 74%. 
Greatly increased prices of asbestos, as 
vell as the widening of the market, have 
yntributed to the success of the com- 
any in the last year or two. Asbestos 
as resembled certain other non-metallic 
mineral industries, notably coal, in the 
igh price to which the product has 
isen. While copper, nickel and zinc pro- 
ducers have been faced with over-supply 
and lower prices, coal and asbestos have 
been scarcer and dearer than ever before. 
Six months after the armistice No. 1 
crude asbestos was selling at $1,000 a 
ton, against a pre-war price of $300 to 
$325, while the price today has risen to 
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terials, but market conditions improved 
until a new mine was opened, necessitat- 
ing the erection of another mill. 

The coming of peace in 1918 brought an 
increased demand from neutral countries, 
which had been closed, as well as from 
the United States, Great Britain, and 
other allied countries in Europe and Asia. 
The reconstruction of devastated France, 
Belgium and other parts of Europe, and 
the new uses to which asbestos was now 
being put, were resulting in a continued 
demand for the company’s materials. 

Thus the asbestos industry had arrived 
at a stage far beyond the dreams of the 
early promoters, and at a point which 
would read like an Arabian Nights’ tale 
to the lumbermen in a French Canadian 
camp who years ago, so the story goes, 
evicted a fellow-worker from their camp 
after they had seen him wash his socks 
in the stove, because such a procedure 
with the unknown fibres savored too much 
of witchcraft. 


The Jump in Earnings 


A story of the company’s actual financial 
progress is revealed in an accompanying 


made by the Asbestos Corporation to se- 
cure control of another producer, the 
Black Lake Asbestos & Chrome Company. 
The latter has experienced difficulty for 
some years past in operating on a sound 
basis, and during 1920 the Asbestos Cor- 
poration, on the one hand, and J. A. 
Jacobs, of Montreal, another asbestos 
operator, entered into competition to se- 
cure a majority of the stock of Black 
Lake. Legal obstacles developed, and no 
final outcome has yet been reached. The 
Black Lake has assets of $5,324,877, ac- 
cording to the annual report of 1919 
Asbestos has been reasonably clear of 
politicial or other embarrassing discus- 
sion, though it is bound to be considered 
in the future from the standpoint of the 
continued ‘export of the product in 
its raw state, rather than as a manufac- 
tured article. The Province of Quebec, 
however, is likely to be more complacent 
on this point than was the Province of 


‘Ontario with regard to nickel, the refin 


ing process having been forced on the In- 
ternational Company until a large plant 
was constructed in Ontario, instead of 
shipping the material to New Jersey for 


MILLING PLANT OF THE ASBESTOS CORPORATION AT THETFORD, CANADA 


52,600 a ton. No 2 crude, which was 
$85 to $100 before the war, is now $1,550. 
With other grades, it might be said that 
present prices are three to twelve times 
the old scale. 

The present happy position of Asbestos 
Corporation has not been reached with- 
out vicissitudes. In the first year or two 
of the new company’s operations, stocks 
of raw materials had accumulated and, 
instead of manufacturers in Europe and 
the United States contracting ahead, they 
bought from hand to mouth and at the 
lowest prices obtainable. In 1913 offices 
were opened in New York and Hamburg, 
and salesmen appointed to look after the 
company’s interests, with satisfactory re- 
sults. 

The outbreak of the war in 1914 brought 
a sudden end to the market in Germany 
and Austria, which had been of increasing 
importance, but by 1915 English and 
French manufacturers’ requirements had 
increased, while the demand from the 
United States showed signs of growing 
in volume. Labor conditions were a 
deterrent in 1916, but the demands for 
the company’s products were excellent. 
In the next year there was complaint of 
labor shortage, and high price of ma- 
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table, and need not be particularized here, 
beyond stating that the earnings on pre- 
ferred have risen in seven years from a 
little over 1% to more than 25%, and the 
earnings on common, which first showed 
up in 1917 with less than % of 1%, were 
nearly 23% in 1919. The annual state- 
ment for 1920 is not yet available, but 
the payment of 634% on preferred and 
734% on common is an indication of con- 
tinuing prosperity. The preferred stock 
has a preference as to assets, as well as 
dividends, and after 5% has been paid on 
the common there is equality with that 
issue as to further dividends. Preferred 
and common stocks have equal voting 
power. Working capital for the com- 
pany revealed by the last four annual 
reports has been as follows: 
$1,002,966 
925,938 
848,461 _ 
1,377,806 
On December 31, 1919, the net assets 
applicable to the common stock amounted 
to $4,586,391, or $153 per share. Total 
assets were $12,299,684. 
During the past year there has been a 
struggle for further mastery in the 
asbestos field of Quebec, through efforts 


the refining stages. 

The present outlook for the asbestos 
industry is excellent. The Black Lake 
Company, for example, has sold its prod- 
uct for six months ahead, and is operating 
on a big scale. The Asbestos Corporation 
reports a good trade outlook for 1921, 
and its export business continues strong. 
With the increasing demand for asbestos 
as outlined in President Ross’ remarks 
near the commencement of this article, 
there is every reason to believe that the 
company’s future will be a prosperous 
one.—vol. 26, p. 900. 





WASTING NATURAL GAS 

Professor Robert H. Fernald, head of 
the department of mechanical engineering 
in the University of Pennsylvania, in a 
survey for the American Society of Me- 
chanical Engineers, said: 

“The rapid exhausting of our natural 
gas supply through criminal negligence 
and reckless extravagance resulting in 
drastic restrictions being brought about in 


.order to conserve what little we have left 


brings us abruptly to realize the situation 
and leads us to seriously inquire regard- 
ing possible substitutions for this remark- 
able natural fuel.” 
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Butte & Superior Mining Co. 





Prospects of Leading Lead Producer Restricted 


Market for Lead Metal in the Doldrums Temporarily—Butte & Superior Prosperous During War 


HE Butte & Superior Mining Co. is 
one of the leading zinc producers 
of the country, its output of zinc be- 

ing about 15% of the entire domestic pro- 








TABLE I.—BUTTE & SUPERIOR 
Average Zinc and Silver Assay of Ore. 


*Nine months. 


TABLE I1.—EARNINGS AND DIVIDENDS. 
Earnings 
Dividends 


$2.25 
18,00 


.00 
.65t 
*Nine months. 


TtIncludes 40c, for Red Cross and $1.25 
capital distribution, 




















duction, The company’s production of 
lead is also important, as shown in Table 
V on page 409, and its silver output 
makes this metal more than a by-prod- 
uct, and its gold recovery is not in- 
significant. 

The present organization succeeded the 
Butte & Superior Copper Co., Ltd., by 
change of name in 1916, and has been un- 
der control of Hayden, Stone & Co. in- 
terests since 1912. The original company 
was incorporated in 1906. The outstand- 
ing capital stock amounts to $2,901,977, 
par value $10. The company owns 80% 
of the capital stock of the North Butte 
Extension Development Co., 55% of the 
capital stock of the Butte-New York Cop- 
per Co., and 35,000 of the outstanding 
193,120 common shares of the American 
Zinc, Lead & Smelting Co. 

Mining Property 

Butte & Superior owns 165 acres north 
and east of Butte, together with numerous 
fractional claims, and options, which bring 
the total area of mineral ground under 
its control up to about 400 acres. The 
ore occurs in shoots which vary in width 
from narrow stringers to mineralized 
zones 100 feet wide. The important gen- 
eral zone of mineralization is known as 
the Rainbow lode. In the early days of 
Butte, this ground was mined for silver 
ore, and the important bodies of zinc ore 
which form the basis for the present en- 
terprise’ do not become of commercial 
grade until a depth of about 500 feet is 
reached. For a considerable distance be- 
low the 500-ft. level, the shoots of zinc 
ore increase in size and importance. — - 

The ore contains from 10% to 30% 
zinc, but during the past seven years the 
average zinc content of the ore mined has 
gradually decreased from about 18.5% to 


408 


By C. S. HARTLEIGH 


13%, as indicated in Table I. The 
table also illustrates the declining silver 
assay. During the third quarter of 1920, 
the average zinc assay was a little over 
13%, and the average silver assay was 
5.25 oz..per ton. The ore averages about 
1.35% lead, and the gold assay is about 
20c. per ton. 
Development 


The Black Rock mine is opened by 
three shafts, ranging in depth from 1,200 
to 2,350 feet, and levels are driven into 
the ore body at intervals of 100 feet. The 
total mine workings aggregate about 35 
miles, and from 3 to 6 miles of new open- 
ings are driven each year in order to 
maintain substantial ore reserves available 
for convenient mining. 

All shafts, and the timbering in shaft 
stations, are protected from fire by a 
covering of concrete, and the mine is 
thoroughly equipped with modern machin- 
ery on surface and underground. 

During 1919, the total development work 
amounted to 21,069 feet of drifts, cross- 


The future development policy of the 
company will probably be to maintain the 
developed reserve at approximately 1,000,- 
000 tons, as heretofore. On account of 
the difficulty and expense in maintaining 
development openings in the heavy ground 
encountered in the property, the company 
has learned from experience that it is not 
profitable to maintain a larger reserve. 

The present reserve is equivalent to 
about 717 pounds of zinc, and 12 oz 
of silver behind each share of stock. 

Earnings 

The company’s earnings and dividends 
are set forth in Table II. A high degree 
of prosperity was enjoyed during 1915 and 
1916, because zinc was an important war 
metal. It is fortunate for the stockholders 
during those years that the dividend dis- 
tribution was liberal, for late in 1917 it 
became necessary to suspend dividends in- 
definitely pending final settlement of the 
costly litigation with Minerals Separation 
Co. over alleged infringement of flotation 
process patents. 
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cuts, raises, winzes, and shaft stations, 
and 1,793 feet of diamond drilling. This 
compares ‘with 33,459 feet of development 
work during 1918, 17,730 feet during 1917, 
and 21,838 feet during 1916. During the 
first nine months of 1920, the company 
has performed 13,282 feet of development 
work, exclusive of 220 feet of diamond 
drilling. 
Ore Reserves 

Butte & Superior’s ore reserves were 
estimated at over 1,000,000 tons during 
1916 and 1917, 830,000 tons at the end of 
1918, and 623,300 tons, averaging 16.7% 
zinc, and 5.7 oz. silver, at the end of 
1919, The recent decrease in reserves is 
accounted for partly by the consent decree 
in apex litigation with the owners of the 
Elm-Orlu claim, whereby the company 
lost a considerable tonnage of developed 
ore, and also by the delay in the regular 
development resulting from this litigation. 


Although the earnings during the first 
nine months of 1920 have been as indicated 








TABLE III,—OPERATING COSTS. 
Tons Ore 


$27,210 
522,300 


627,370 
461,958 


*Nine months. 


TABLE IV.—WORKING CAPITAL AND 
PLOWED-IN EARNINGS. 
Working Plowed-in 
Capital per Share 
per Share Cumulative 
$3.47 
6.43 
21.90 
19. 
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in the table, it must be pointed out that 
operations were profitable during the first 
quarter only, when the company earned 
$627,255. Operations were conducted at 
a loss of $147,006 during the second 
quarter, and a loss of $102,218 during the 
third-quarter. Furthermore, the average 
price of zinc used in estimating the in- 
come for the third quarter was 7.6355c. per 
pound, but later the market price of the 
metal dropped below this figure, current 
juotations being around 5.5c. per pound. 

About the middle of 1920 it became evi- 
dent that the company could not continue 
operations at a profit. Continued high 
costs of operation, together with an un- 
usually poor market for zinc, entailed a 
serious loss before the end of the second 
quarter. Recently the tonnage was re- 
duced to the minimum that would support 
continuous operation of one-half the mill, 
with the hope that some recovery in the 
metal prices would justify continuing op- 
erations on a minimum scale. However, 
this proved impossible, and during No- 
vember the directors decided to suspend 
productive activity entirely until such time 








TABLE V.—METAL PRODUCTION, 
Year Lbs. Zinc Lbs. Lead Oz. SilverOz, Gold 
1914 108,644,120 7,701,871 2,699,144 5,323 
1915 165,382,921 11,474,168 3,563,382 6,450 
1916 183,148,205 14,055,668 3,850,012 5,767 
1917 182,086,735 11,098,051 2,527,802 93,918 
1918 139,522,506 11,856,451 2,781,898 4,702 
1919118,888,723 9,771,958 2,248,118 3,623 
1920* 78,370,668 7,368,464 1,478,187 2,740 

*Mine months. 




















as operations could be resumed at a 
profit, During the period of marking 
time, the company will maintain a small 
force of men on a limited development 
program. 
Operating Costs 

Butte & Superior’s operating costs are 
showa in Table III, which indicates also 
the number of tons of ore treated in the 
mill during the past six years. It will 
be noted that from 1914 to 1918, the cost 
of handling e ton of ore almost doubled, 
and in view of the fact that we have al- 
ready shown that the zinc content of the 
ore decreased during this period, it is ap- 
parent that the cost of producing a pound 
of the metal more than doubled. Lower 
costs were secured during 1919, but dur- 
ing the past year, although the first quar- 
ter showed the low average of $8.63 a ton, 
in the second and third quarters of the 
year, the cost mounted to about $11.50 
a ton of ore, equivalent to about 4.6c. 
per pound of zinc, or more than its value 
in the form of zinc concentrate. | 


Financial Position 

The company’s financial position is in- 
dicated by figures in Table IV, which 
show the available working capital per 
share of stock, and also the per-share ac- 
cumulation of undistributed earnings, 
which will not be available until the set- 
tlement of the Minerals Separation litiga- 
tion. 

Reference to the accompanying graph, 
illustrating the price range of Butte & 
Superior shares, shows that they are sell- 
ing at a level which should be attractive 
from a speculative standpoint if the zinc 
industry were in a position to receive its 
share of the next wave of prosperity. 
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Conclusions 

In view of the unfavorable condition of 
the zinc market, the depressed condition 
of industries that are substantial con- 
sumers of the metal under normal condi- 
tions, adequate domestic stocks of the 
metal, and rather poor outlook for ex- 
port business, we do not regard Butte & 
SuPERIOR as an attractive issue at this 





time. Considering all phases of che situa- 
tion, it would seem wise to take advantage 
of the present rally in the market to dis- 
pose of the stock, and either switch into 
an industrial issue with more attractive 
possibilities for the immediate future, or 
hold the proceeds of the sale in reserve 
for a purchase during the next recession 
in the market.—vol. 24, p. 781. 





The Copper Situation 


By W. F. BARTHOLOMEW 


HE copper industry is passing through 
a period of severe depression, the end 
of which cannot be determined just now. 

The large producers of copper are be- 
tween two fires. They must either con- 
tinue to produce at a loss or shut down, 
with a consequent disintegration of organi- 
zation and rapid deterioration of proper- 
ties. The loss from the latter course 
would probably be greater than the 
former, as they do not have to sell the 
copper they produce if they can carry or 
finance further stocks—already abnormally 
large. 

The facts are that American producers 
of copper have beén unable to reduce sur- 
plus stocks of metal left on their hands 
at the end of the war. They have re- 
stricted output from time to time until they 
are producing today not over 75,000,000 
Ibs. per month, and this is about as small 
a production as they can restrict to and 
operate at all. 

It has become very evident that the cop- 
per mines of this country cannot operate 
profitably without Europe as a buyer of 
our product, and Europe cannot buy cop- 
per—no matter how badly she needs it— 
until it can be done on a proper credit or 
exchange basis. 

The copper industry is face to face with 
the same situation that confronts other 
lines of business. As the present read- 


justment is world-wide and not local, 
there is little prospect for an immediate 
revival, but since the copper industry was 
about the first to feel the effect of ad- 
justment it should be among -the first to 
recover. 

The. future of the copper industry is 
promising beyond question. The present 
price for the metal is abnormally low and 
with a return to normal conditions there 
should be a world demand for copper that 
will tax the capacity of our mines to 
supply, for a sustained buying power 
would quickly dissipate stocks on hand, 
and there is no intention on the part of 
the large copper interests to permit of any 
further increase in stocks. 

The present range of copper share 
prices—the lowest in a generation—is a 
reflection of general financial conditions, 
not of copper metal conditions. Copper 
shares are undoubtedly near the bottom 
and when it becomes evident that the 
liquidating movement in the general mar- 
ket has run its course and underlying con- 
ditions have been corrected, they should 
be among the first class of securities to 
respond. 

It should not be forgotten that the stock 
market discounts conditions, and the low 
point in copper share averages will have 
been reached before the readjustment is 
over. 

















“WALL STREET IS THE BUSI- 
NESS MAN’S BAROMETER” 


(Continued from page 370) 











numerous and so far-reaching that ordi- 
nary business is compromised by the vio- 
lent fluctuations in the price of the raw 
materials of industry. The manufacturer 
who buys materials in the international 
market, while he expects a profit on the 
finished article, yet hates to have this profit 
turned to a loss by sudden changes in the 
price of raw materials. By concentrated 
attention, operators derive a profit .from 
price fluctuations. The stock market is a 
continuously open market. A textile 
manufacturer accepts an order for goods 
to be delivered in a year and expects to 
begin operations in six months. Unless 
he is able to buy now the cotton to be 
delivered then, he will be at the mercy of 
the market and his profit may be wiped 
out by a rise in the price of cotton. Cot- 
ton future enables him to minimize his 
risk. The same is true of futures in any 
other commodity. In the case of new 
enterprises, if they had to depend on in- 
vestors at the time of the issue of the 
securities, they would be hampered. The 





knowledge that at any moment there will 
be a quick sale on the Exchange increases 
the circle of purchasers. 

“Above and beyond all, the Stock Ex- 
change points the way, and the study of 
it is absolutely necessary to a merchant 
if he would succeed in his business.” 

A Merchant's Self Education 

I explained to Mr. Bloomfield that the 
readers of THe MaGaAzInrs or WALL 
STREET comprise a sort of family where 
advice was given as well as taken. There- 
fore, I asked him for a word of advice 
to his brother merchants. He said: 

“In any industry, we merchants must 
look beyond the length of our noses. In 
my business I have to study the straw 
market, silk imports, the production of 
feathers and aigrettes, the making of 
Panama straw, and the tariff measures 
that exist or may be proposed. Then 
comes the study of paper, of paper boxes, 
new inventions, substitutes, the labor ques- 
tion, transportation, banking and credit and 
investments. Finally and chief of all 
comes the study of the stock and bond 
market, and the causes and reasons of 
the swings and movements as a basis upon 
which to predicate my present action and 
future plans. Knowledge is not only 
power, but the producer of opportunities.” 
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Texas Pacific Coal & Oil Co. 





New Investment by Texas Pacific Expected 


Company’s Production Now Appears Limited—Conservative Management Will Probably Take 


RIGINALLY organized as a coal 
company, Texas Pacific acquired 
about 69,000 acres in fee in Palo 

Pinto and Stephens counties, Texas. Ex- 
ploration work divulged the presence of 
oil in Stephens County which soon de- 
veloped into a good production at shallow 
depth. Texas Pacific immediately began 
to lease all the adjacent acreage. The 
leases were secured at purely nominal fig- 
ures—generally for as little as ten cents 
apiece. This was in 1914. 

In 1917, Texas Pacific brought in the 
discovery well in Ranger. The Texas oil 
boom then commenced. Newcomers found 
that Texas Pacific owned all the promis- 
ing acreage and deals had to be made 
through this company. _ 

Leases sold by Texas Pacific to these 
newcomers were made, in most cases, on 
the following basis: A considerable sum 
of money—in most cases at least $1,000 per 
acre—was required as a bonus. In addi- 
tion, Texas Pacific usually received some 
payment in oil before any oil could be 
credited to the drilling company. The 
purchaser then drilled a certain number 
of wells free of cost to Texas Pacific, and 
the controlling company received half the 
oil produced from these wells. If any other 
wells were drilled besides those which 
were to be drilled free, Texas Pacific was 
to be paid on a fifty-fifty basis. 

The history of the oil industry does 
not contain record of similar deals ever 
having been consummated. One must 
hark back to the early stages of the Texas 
oil boom—the days of wild enthusiasm 
and absolutely unlimited buying—to ap- 
preciate the spirit of assurance in which 
these deals were made. 

Besides the acreage leased to and de- 
veloped by newcomers, Texas Pacific also 
developed a large amount of territory un- 
der its own management, bringing in some 
of the biggest wells ever drilled in the 
deep lime sections of the Ranger field. 


Oil Operations 


The oil-land holdings in this country of 
Texas Pacific now approximate about 
677,107 acres. This includes holdings 
owned in fee, leaseholds and land owned 
jointly by Texas Pacific and Prairie Oil 
& Gas. The acreage spreads over eight 
counties in Texas and Oklahoma. So far 
as it is possible to determine, however, 
only about 200,000 acres of this territory 
contain production possibilities of impor- 
tance. 

The Eastland County acreage has nearly 
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Wise Action 
By J. GRANT 


all been drilled, either by the company 
itself or in conjunction with others. 

The main portion of the Stephens 
County acreage is located in what is 
known as the Caddo District. About a 
year ago some of the wells drilled in this 
territory came in with a tremendous initial 
production—often from 10,000 to 12,000 
barrels a day. However, the hugeness of 
this first production was mvure than com- 
pensated for by the rapidity with which 








TABLE cen Bee COAL AND 


Net Income, Exclusive of Lease Sales. 


$265,781 
TABLE II.—INCOME FROM LEASES. 




















the wells declined. They seldom kept on 
producing more than six or nine months 
from the time they were drilled in. At 
the present time little drilling is being 
done in this vicinity. 


The balance of Texas Pacific’s acreage 
in Stephens County lies in the vicinity of 
Strawn and adjacent to the Strawn and 
Stuart shallow field, which is an extension 
of the Strawn field. The Stuart field pro- 
duces at a depth of from 900 to 1,200 feet 
and has a true oil sand. Wells come in 
with from 150 barrels to 600 barrels in 
this district, and have held up nicely. 
It is difficult to determine just how im- 
portant ‘this field will be in the future, as 
it has not yet been thoroughly drilled. 
However, there is no question but what 
it will be a big money maker. 

The value of the Texas Pacific land 
owned in fee from an oil production stand- 
point can only be guessed at. Very little 
work has been done on this acreage, and 
the location of the land, with the excep- 
tion of that portion adjacent to the Stuart 
field, is out of the “trend” of oil produc- 
tion. The future of this territory is largely 
a matter for speculation. 

The company’s acreage in Creek County, 


Oklahoma, has two small producing wells. 
However, these small wells are sure ones 
and will be money makers. 


Total Production About 10,000 Barrels 
Texas Pacific production of oil from 
properties controlled solely by the com- 
pany averaged 5,900 barrels daily in the 
first six months of 1920. Roughly, the 
company’s total production is divided as 
follows: 
Stephens County 
Eastland County Rye. 
Strawn County ee ® 
From Associated Cos... 4,700 “ 


9,925 barrels 


With the exception of that from the 
Strawn district, none of this production 
can be considered absolutely settled. 


2,700 barrels 


Income and Earnings 

Income account of Texas Pacific Coal 
& Oil for 1919 showed that comparatively 
little money was made from oil opera- 
tions. On the other hand, a very substan- 
tial amount was received from the sale 
of leases and from joint agreements. 

The amount received from sale of leases 
and in oil was approximately $6,870,828, 
about $800,000 of this representing the oil 
receipts. 

The net income for the year was $5,408,- 
000; so that about $1,462,828 was ob- 
tained from lease sales in excess of the 
net income for the year. 

The income account of Texas Pacific, 
exclusive of the sale of leases, showed 
net income of $265,781 (see Table I). It 
will be noted that the charge of over 
$8,400,000 to depletion and depreciation 
represents almost 50% of the amount at 
which the company’s properties are car- 
ried on its balance sheet. This heavy 
charge ‘is conservative, to say the least; 
half as much charged to this account 
would have been ample. It indicates an 
attitude of extreme caution on the part 
of the management, which certainly 
speaks well for the future of the company. 

As a matter of fact, Texas Pacific Coal 
& Oil is in wonderful financial shape in 
all respects. It has $16,470,000 in cash, 
bonds, materials and supplies and over 
$8,000,000 in field equipment. These give 
a total of $24,727,000 in quick assets, _ 
equivalent to almost $31 per share of stock 
outstanding. (At this writing, it is in- 
teresting to note, the company’s shares are 
selling at just $31.) 

(Continued on page 423) 
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Barnsdall Corp. 
Bigheart Oil & Ref. Co. 








Phillips Petrol. Corp. 





New Oil Combinations in Southwest 


The Barnsdall and Bigheart Consolidation— Phillips Petroleum May Be Nucleus of Largest 
Combination in Mid-Continent Field 


NE of the most important oil deals 

of 1920 was the consolidation of the 

Barnsdall Corporation and the Big- 
heart Oil & Refining Company. The 
Barnsdall Corporation is an oil-producing 
orgamization, with gold, silver and 
copper mining properties in the United 
States and Mexico, organized in 1918 to 
incorporate and capitalize all the holdings 
of the late Theodore N. Barndall of 
Pittsburgh, Pa. 

The Barnsdall Oil Company was organ- 
ized in 1904 to consolidate all the personal 
and affiliated oil and gas properties of 
T. N. Barnsdall in the Osage Reserva- 
tion, the Cherokee and the Creek Nations 
of Indian Territory, embracing 333,000 
acres and a large production: This con- 
solidation became the security for a loan 
of $9,000,000 at various times made to 
Barnsdall by the Standard Oil Company, 
the mortgage running ten years. The oil 
production as sold was applied on the 
debt until it was paid off in 1916. In that 
year a readjustment lease to Osage Indian 
acreage forced the Barnsdall Oil Com- 
pany to relinquish all but 4,800 acres of 
its holdings, that acreage, with some ac- 
quired since, constituting the Barnsdall 
Corporation’s Osage holdings now, with 
a fine production. 


Bigheart Oil & Ref. Co. 


The Bigheart Oil & Refining Company 
was organized in 1918 to take over an 
800-barrel refinery at Bigheart, Osage Res- 
ervation, and developed and undeveloped 
acreage adjacent to the refinery. The 
plant has been increased until it now has 
a capacity of 3,000 barrels daily, with 
wax and lubricating equipment, necessary 
tank cars, pipe line connections and estab- 
lished market for its products. Its own 
production is approximately 700 barrels 
daily and contracts with adjoining pro- 
duction, including that of the Barnsdall 
Corporation. 

John L. Gray, for many’ years with the 
Tide Water Oil Company, Bayonne, N. J., 
headed the Bigheart company from the 
date of its organization, rebuilt the re- 
finery, and becomes: active vice-president 
in charge of manufacturing and marketing 
of the merged properties by reason of his 
long experience as a refiner. Robert 
Law, Jr., of Pittsburgh and New York 
(son-in-law of the late Barnsdall and 
president of the Barnsdall Corporation), 
is president of the merged concern. E. B. 
Reeser, Pittsburgh, Pa., is eastern man- 
ager of Barnsdall Corporation, and R. A. 
Broomfield of Tulsa, Okla., is western 
manager, continuing under the new ar- 
rangement. 

The Barnsdall Corporation when organ- 
ized was capitalized at $15,000,000, shares 
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*Pa., relatives and associates, 


By a Field Correspondent 


par at $25. Invoice of oil and mining 
properties is $30,000,000, oil being $20,- 
000,000. The corporation is considered 
by oil men to be one of the most con- 
servatively and practically operated con- 
cerns in the business, and is building up 
a very fine property, having in several 
states approximately 200,000 acres of 
leases well selected. It is managed by 
experienced and careful men and has a 
very small organization as to personnel 
but very efficient, thus reducing its over- 
head greatly. 

The Bigheart Oil & Refining Company 
is capitalized at $7,500,000, which is quite 
reasonable considering the value of its 
holdings and business. Its assets invoice 
more than $7,000,000, it has a floating 
debt of $1,500,000, $400,000 equity in 260 
tank cars, refinery running to market ca- 
pacity, and all its construction work has 
been completed, leaving profits for normal 
disposition. The consolidation of Bigheart 
interests with those of the Barnsdall Cor- 
poration assure profits which are obtain- 
able only through the operation of a com- 
plete producing refinery and marketing 
cycle. There has been an exchange of 
stock between the companies, but the ex- 
act basis has not yet been made public. 


The combination, as of present capital- 
ization and market value of properties and 
business, unites $40,000,000, giving a dol- 
lar for dollar intrinsic value. It is not 
likely that, with such conservative and 
legitimate -management, the consolidation 
will greatly—if at all—expand the capi- 
talization, being a close corporation to all 
intents and purposes and desirous of per- 
mitting the actual owners of shares ‘to 
profit as much as possible by increased 
earnings, building up of values and added 
share values. 

Barnsdall Corporation is an unusually 
good investment that will bear close in- 
vestigation. Very few oil companies are 
stronger and better earners on a surer 
basis. 


Phillips Petroleum Corporation 


The purchase recently by the Phillips 
Petroleum Corporation of Bartlesville, 
Okla., of the properties of the Mountain 
State Oil Company is of some impor- 
tance to the trade and public. The Moun- 
tain State Oil Company was organized in 
1915 by John F. Fisher, with Pittsburgh, 
as a close 
corporation. 


Mr, Fisher for fourteen years had been, 


production and pipe line manager of the 
Mellon interests in the old J. M. Guffey 
Petroleum Co. at Beaumont, Tex., the 
Gypsy Oil Co., producing, in the Okla- 
homa-Kansas fields, the Gulf Pipe Line 
Co., with lines from Butler county, Kan- 


sas, through Oklahoma, Texas and Lou- 
isiana to Port Arthur, Tex., and the Mex- 
ican Gulf Oil Co. in Mexico, the Gulf 
Refining Co., with refineries at Port Ar- 
thur, and Fort Worth, Tex., all held by 
the Gulf Oil Corporation, Pittsburgh, Pa. 
He took up 65,000 acres of carefully se- 
lected leases in Oklahoma, Kansas and 
Texas (mostly in Oklahoma) and by the 
company and sub-lessees completed 118 
producing wells that at date of sale were 
producing 350 barrels a day. 


Because of ill-health that compelled him 
to forego active personal work on prop- 
erties, Mr. Fisher disposed of the Moun- 
tain State company. The price paid has 
not been given out, but at the prevailing 
market price of $2,000 per barrel for good 
-production the production alone would 
be worth $700,000, and the land is worth 
at least $5 an acre if not more, making it 
a million-dollar property at a conservative 
valuation. 

A year ago the Phillips Petroleum Cor- 
poration had 11,000 barrels daily produc- 
tion in the Osage Reservation, other coun- 
ties in Oklahoma, Kansas, Texas and 
Kentucky, the Gypsy Oil Co. (Mellon 
interests of Pittsburgh, Pa.) being jointly 
interested with the Phillips in buying 
leases and developing them. That pro- 
duction has declined somewhat, but with 
the addition of three casinghead gasoline 
plants its value still continues, and much 
proven acreage remains to drill up 


The acquisition of M. M. Doan as 
a vice-president and general manager 
strengthened the Phillips corporation, as 
Mr. Doan is one of the most successful 
traders for production and managers in 
the Mid-Continent fields, having been 
third vice-president and manager of the 
Gypsy Oil Co. for the Mellon interests 
for many years in Mid-Continent terri- 
tory, for whom he is said to have made 
more money than any other production 
manager. 

Frank Phillips, president of the Phillips 
Petroleum Corporation (a banker as well 
as an oil producer), has been trying for 
somé time to form a consolidation with 
his concern and the Skelly Oil Co., the 
Gladys Belle Oil & Gas Co. (G. C. Steb- 
bins), and the Chas. F. Noble Oil & Gas 
Co. and the Noble Gasoline Co.—all suc- 
cessful producing, refining and marketing 
concerns. Such a merger would make a 
tremendous company—one of the biggest 
in the Mid-Continent. Recent complica- 
tions as to pipe line runs and marketing 
conditions in Oklahoma, Kansas, North 
Texas and Northwest Louisiana may 
cause some readjustments in a number of 
companies, by mergers and joining of in- 
terests to reduce overhead.—Barnsdall vol. 
25, p. 887. 
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Readers’ Round Table 


Editor, THe MAGAZINE oF WALL STREET: 

Sir: About one year ago I came upon 
a copy of THE MAGAZINE oF WALL STREET 
on display in a news window and bought 
it. In it was an article relative to the 
Anaconda Copper Company. I read that 
and it interested me. I then read the 
other articles. The thought that struck 
deepest was the fact that I really knew 
very little about what those articles were 
talking about. I knew I owned some Ana- 
conda stock, a small amount to be sure, 
and that a banker friend had advised me 
to purchase it. I was ashamed of my 
ignorance. I confess I hardly knew the 
difference between stocks and bonds, so 
I bought other issues as they came and 
finally subscribed for a year. I then got 
a full set of your advertised booklets and 
read and studied them. I have added to 
my purchases of stocks and bonds since 
then and I find that, after reading about 
and studying certain offerings, I have 
done better than by following advice 
blindly. 

Now, after reading everything from 
Tue MAGAZINE OF WALL STREET to Jas- 
per’s Hints to Moneymakers, I find that 
I have developed without even seeking 
for it, a keen interest in things that con- 
cern the industrial life of our nation. 
The problem of the farmer looking for 
three-dollar wheat, a Southern planter for 
forty-cent cotton, the practical working 
out of the Esch-Cummins Law, the prob- 
lems between employer and employees that 
will be worked out in the near future— 
all have an added interest to me. It has 
taken on the semblance of a game. 

I hope I do not consume too much time 
in generalities, but I really have an idea. 
I write to you to present it for your ap- 
proval or disapproval. I have tried to 
show you briefly how by reading and a 
better understanding I have really become 
a better citizen. My idea is rather a hope. 
It is that every physician should become 
better acquainted with the industrial af- 
fairs of the nation. We shall have to 
depend upon our reading to do it. Per- 
haps some day the medical colleges will 
see fit to teach students more of the 
business side of life as a professional 
asset. 

Who shall teach us? Now to the rea- 
son I write you, for I want you to con. 
sider the ways and means to do it. Would 
you be interested in placing a copy of 
Tue Macazine or Watt Street in the 
home of every doctor? That is impossi- 
ble, but perhaps you can interest the phy- 
sicians sufficiently so that you can increase 
your mailing list materially. 

There are two ways that suggest them- 
selves. First you might overcome the 
prejudice and the old fossil ideas of some 
of our leading medical magazines and 
write a page or two every week for them 
—taking up the investment problems in 
general or in any way that might be best 
to work out; or secondly, you might take 
up our problems in your own magazine 
and interest us enough to read it. 
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If you think that there is nothing in 
common between THE MAGAZINE OF WALL 
Street and the medical profession, let us 
see. How about the HEALTH INSUR- 
ANCE practised abroad with financial re- 
turns so small that doctors in other coun- 
tries have had to give it up? Every one 
of the employers that reads your maga- 
zine would undoubtedly be interested in 
this subject, because today certain hyster- 
ical social reformers are trying to enact 
this legislation here. 

Every doctor that I know that has in- 
vested wisely is a satisfied patriotic being. 
Is it not worth while to educate the doc- 
tor? You as editors and men of affairs 
meet daily others of your own type. In 
your business you talk to men who un- 
derstand. How about us? We _ meet 
everyone from the employer at the coun- 
try club to the out-and-out anarchist in 
his home. I dare say some of the work- 
ers, as we dress a finger or administer a 
pill, listen with interest and go away in- 
fluenced by some careless little remark 
that we may drop about this or that which 
relates to their station in life. During 
that brief interview we have been real 
chummy, for we of necessity must bid for 
his favor. If he is out of a job, what 
can we tell him about the future outlook? 

Help us to look ahead—help us to look 
backward and analyze the past with minds 
broadened by knowledge. 

The Journal of the American Medical 
Association undoubtedly reaches more 
doctors than any other single publication. 
I think I will send them a copy of this 
letter. They already take up the medico- 
legal aspect of the doctor’s life. Perhaps 
they will see fit to incorporate the social 
relation of the physician which certainly 
absorbs his financial troubles. Is it not 
true that we lose our patients time and 
time again because we let them owe us 
money, because we have not been taught 
diplomacy in collecting bills? 

Hoping that you will favor me with 
your views in this matter, I am 

Very truly yours, 
Ropert C. THACKERAY, 


There is no question that.the magazine 
which we are publishing has been of very 
great help to a vast number of people, 
but not all of them take the same pains 
to write us fully and frankly, as you have 
done, and to help us along in the work. 

We believe it is true that the average 
man does not realize the importance of 
learning and continually studying the 
methods of big business that are repre- 
sented in our corporate securities. 

We have found in our communications 
with many physicians, that the majority 


_of them like to speculate pretty well, but 


of course we cannot tell how many intend 
to become serious and intelligent investors. 
We believe it would be a great thing if 
they all could understand how to direct 
and care for their own investments. 

We are interested in anything that will 


spread the gospel of sound investments,: 


and would be glad to make a co-operative 
arrangement with a leading medical mag- 
azine, or any other publication through 
which our educational articles could be 
reproduced. 

Perhaps it may not be along the line 
of the suggestion made by you as to 
health insurance, but some other point of 
contact certainly should be found, and we 
shall be interested in hearing from the 
American Medical Journal, or any others 
which you may be able to interest. We 
shall also discuss the matter in our staff 
meetings and see if we cannot work out 
some valuable suggestions.—EprTor. 


WHY NOT? 
Editor, THz MaGazine or WALL Street: 

Sir: Are you open for suggestions? 
If so, I want to make the following for 
the benefit of bondholders: 

At the present time bond coupons are 
clipped from the bonds. Why not have 
these coupons perforated so that they can 
be torn from the bond without any 
trouble? It is very often the case that 
one has not the means at hand to clip 
the coupon from the bond, whereas, if it 
were perforated, it would be an easy mat- 
ter to remove the coupon. 

I offer this suggestion for what value it 
may possess for interested persons.—E. 
$A 


A perfectly practical suggestion, we 
think, which we take pleasure in passing 
on to company executives.—Ep1ror. 





Editor, THz Macazine or WALL STREET: 

Sir: A broker called me up a few days 
ago and offered to buy for me 1,000 shares 
of White Oil Company on a margin of 


Do you see how this broker could make 
such a proposition? How could he finance 
it? What was his object?—H. E. H. 


This broker might claim to do a legiti- 
mate business, but no one but a person 
running a bucket-shop would offer to 
carry stocks on such terms. He was evi- 
dently hoping that the market would de- 
cline % or % point so that he could get 
your $400. No one but a concern which 
was on the verge of failure would make 
such desperate attempts to get your 
money.—EbiTor. 





“LOOKING BACKWARD” 
Editor, THe MaGazIne or WALL STREET: 
Sir: In your editorial, “Looking Back- 
ward,” in your issue of January 8, 1921, 
there occurs a gross misstatement of fact 
in the reference to the New York, New 
Haven & Hartford, which a little “looking 
backward” into the records would have 
avoided. Its margin of earnings over divi- 
dend requirements was slender, as stated; 
but only for the reason that it had long 
been the policy of the railroad to plow in 
its surplus for the improvement of its 
property. It is absolutely untrue that the 

(Continued on page 427) 
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Klondike Oil Rush 


O'. has been discovered in the Klondike. 
Whether it is salad, three-in-one or 
hair oil has not been definitely announced, 
but a great rush to the frozen north is 
now well under way and the great work 
of digging for oil through the snow will 
soon be at its height. All's well that’s oil 


well. 
” - * 


The cold weather will keep some oil 
investors out of the Klondike but many 
others will go on the theory that a freeze- 
out there is no more painful than in the 
Texas oil fields. A freeze-out is a freeze- 
out wherever you get it. 


* * * 


And, besides, whether the - promoters 
find oil in the Klondike or not the in- 
vestors will be protected: there is plenty 
of ice to be found there, and it brings a 
higher price each summer. 


* * * 


Of course, certain difficulties are to be 
encountered in opening up an oil well in 
the Klondike that do not exist in Penn- 
sylvania and Texas. First of all there is 
the matter of carfare. Then, again, it 
takes a longer time for the follow-up 
letters to get from the Klondike office of 
the promoting company to Connecticut 
and points west. Then, too, locating an 
oil well through the snow and ice is no 
simple matter. 


e. -¢@ 


In starting forth to discover oil in 
the Klondike the prospector should be 
equipped with these tools: 

1—An iron snow shovel. 

2—An extra heavy ice pick. 

3—An ice scraper. 

4—A set of ice tongs. 

5—A large whiskbroom such as is car- 
ried on the rear end of ice wagons. 

6—A set of suspension scales. 


* * * 


The presence of oil in the immediate 
neighborhood may be indicated by grease 
spots in the snow and ice. But, on the 
other hand, these spots may merely in- 
dicate the recent passing of a previous 
explorer who stopped to fry a walrus for 
lunch and wasn’t as neat as he might 
have been. 

* * * 


Having located a possible oil well you 
shovel away the snow and explore di. 
gently through the ice with your little ice 
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pick. After digging in this fashion for 
several weeks you should locate oil. If 
you don't locate you certainly deserve to, 
anyhow. 

* * * 


After locating and opening an oil well 
the real trouble sets in: that of keeping 
a smooth flow despite the ever so freez- 
ing conditions. Experts say oil never 
freezes, but anything can happen in a place 
like the Klondike. If it doesn’t freeze you 
may market it by the barrel; if it does 
freeze it is up to you to market it by 
the cake or pound, in which case the scales 
and whiskbroom will come in handy. 


* * * 


One of the most inspiring sights in na- 
ture is that of an oil gusher gushing oil 
and cracked ice at the same time. 


* * * 


In such cases the ice should be sepa- 
rated and boiled down into gasoline. This 
leaves about 99% water, but no trouble 
will be experienced marketing this in the 
United States. Motorists are accustomed 
to it. 

* * 7 


Reports from the special correspondents 
in the Klondike are now pouring in faster 
than the oil is pouring out. A few dis- 
patches follow: 


Nome.—Great caravan of oil promoters 
and publicity agents passing through here 
daily with great supplies of typewriters, 
printing presses, carbon paper and letter- 
heads. Enough red ink and display type 
are being carried by each party to last 
through the most severe winter unless the 
police interfere. 


Dawson City—The woods are full of 
explorers dashing through to the petro- 
leum-sundae fields on dog-sleds, skates 
and snowshoes. A considerable quantity 
of oil was dug up near here today. It 
was in an old lamp thrown out of a 
saloon last winter in a fight with the 
mounted police. 


The Bunker-Bunkem Oil Company, first 
to start business here, inserted this ad in 
the local papers today: 

BIG DIVIDENDS! 

THE GOLDEN OPPORTUNITY! 

CHANCE OF A LIFETIME! 


Our famous WELL NO. 6 is gushing 
at such a rate it takes a man stand- 
ing with both feet over the hole to 
shut off the stream. 


Is On! 


DON’T LET THIS SLIP! (WE 
MEAN THE OPPORTUNITY, 
NOT THE MAN ON THE 
GUSHER.) 

Our special offer: For every dollar 

invested we will guarantee two dol- 

lars’ worth of snowballs. Oswald 

Schmalz of Darien, Conn., put $10 in 

our company last month and he now 

has more snowballs than he knows 
what to do with. A few weeks ago 
he was practically unknown; today 
he is the biggest thing since the bliz- 
zard of 1888. 


THESE ARE COLD FACTS. 
Send your cash to the Klondike 
and be convinced. 


Carson City—Prof. Fuller Falsefacts, 
the eminent oil expert, looked over the 
oil wells opened here today and said he 
had never seen anything like them. “All 
they lack,” he declared, “is oil.” 


He declares 300 scouts are exploring 
the country in sleighs looking for new 
prospects. “The sleighing is wonderful,” 
he stated. “The investment my company 
has in sleighs alone will protect investors. 
It will be a cold day before the public 
will get another opportunity like this .. . 
and it’s 25 below zero now.” 


Later the professor announced that the 
company planned to make gasoline from 
the Klondike oil and that it would be 
marketed as SNOWKONY. 


WALL STREET MOTHER 
Hickory Dickory Dock 
Went out and bought some stock; 
The price it fell— 
He had to sell; 
Hickory Dick is in hock! 


GOOSE 


Hark! Hark! The dogs do bark, 
The beggars are all over town; 
Some in rags, 
Some in jags— 
The stocks they had went down. 


Old Mother Hubbard 
Went to the cupboard 
And got out her Liberty bond; 
When she saw the quotation 
She showed indignation 
And threw the darned thing in the pond. 
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Have You 
Recorded Your 
Securities? 


A stock and bond 
Register showing 
your holdings at a 
glance, with income 
due you each month, 
and other important 
data, is invaluable. 

If you desire a 
copy, we shall be 
glad to mail it with 
our compliments— 
or, if you will send 
us a list of your 
holdings, we will 
make the necessary 
calculations in the 
Register for you 
without placing you 
under any obligation. 


Ask for Register M-7 


Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bide. 
New York 


Tel. Rector 6770 





Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


As the general tendency im a given trade is but ome of the many factors affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as one of many 
factors to be considered before arriving at a conclusion. 





GOLD 











Better Times Ahead 
OR several years gold producers have 
been in an unenviable position. Prob- 
ably no industrial interest has suffered 
so much from the general advance in 








THE TREND 
GOLD—Mining will become more profit- 
able when operating costs decline. 
Worst has been seen and industry | 
will gradually improve. 
OIL—Crude oil prices cut. Refined prod- 
ucts soft, except kerosene. Demand 
for fuel oil declines. Curtailed pro- 
duction at hand. Outlook unfavorable. | 
STEEL—No change in general conditions. 
U. S. Steel unfilled tonnage declines. | 
Several instances of cuts under base 
prices by independents. 
RAILROADS—Traffic declining, but is 
partially offset by attempts at econ- 
omy. New England roads in trouble. | 
WHEAT—Prices rise on export buying. 
Statistical position good and the out- 
look is for a strong market. 
COPPER—Price is advanced slightly. | 
Senti t improves but buying is 
still on a limited scale with condi- 
tions gradually bettering. 
MOTORS—Increased manufacturing ac- 
tivity. Tone improves mainly owing | 
to Automobile Show. Better business 
looked for but not immediately. 
COFFEE—Prices advance owing to im- 
provement in “exchange.” Better 
demand looked for shortly and the 
trend is upward. 















































commodity prices, culminating last sum- 
mer. Where other producers were able to 
offset their increased costs by increasing 
prices in turn, the gold producers had no 
such advantage. The price of gold is 
fixed in this country, although it is vari- 
able in other counteies. Here at least gold 
producers were caught between the forces 
of higher costs, on the one hand, and a 
stationary price, on the other. 

Naturally, as the cost of production ad- 
vanced, which it did enormously in com- 
parison with pre-war costs, gold produc- 
tion became unprofitable, especially for the 
smaller companies, whose production costs 
are generally higher than those of the 
bigger interests. This resulted in many 
shut-downs, and many mines were com- 
pletely abandoned, which practically made 
them worthless for future operations, ex- 
cept at great expense. 

This situation began to develop in 
1917, when our entrance into the war drew 
off much skilled labor from the mines. 
As gold-mining requires experienced labor, 
it.was very difficult for the producers to 


__replace the shortage, and even in cases 


where this was possible, a much higher 
wage schedule had to be adopted. Com- 
modity prices and materials used in gold- 
mining advanced greatly, particularly ex- 
plosives and such products, which are 
essential, and production became more 
and more unprofitable. From 1917 on, 
therefore, production commenced to de- 
cline (see graph), and by the end of 1920 
it had shown a falling off of some 50% 
since 1915. 

Production not only fell off in the 
United States, but throughout the world 
as well. Thus 1920 world production 
equalled cnly $320,000,000 as against $365,- 
000,000 in 1919, $380,000,000 in 1918 and 
$423,000,000 in 1917. In general, the world 
may be said to be short of gold. For- 
eign purchasing power, however, is lim- 
ited when exchange rates are. adverse. 
After the present unsettled conditions 
have passed and world business has im- 
proved to a better basis, exchange rates 
will no doubt again advance (we have 
had a good example of the power of 
sterling .to advance very recently) and 
nations which have had to do without the 
necessary precious metal will again be 
in a position to import. The relationship 
between world demand for gold and ex- 
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GOLD PRODUCTION 


change rates is very close. Thus, in the 
first half of 1920, when exchange rates 
were in favor of India, China, Japan and 
Argentine, those nations bought gold very 
heavily. Now, with their exchange rates 
against them, they are buying little, 
although this is not quite so true of 
Japan. 

The fundamental necessity for gold is 
as great as ever, and the necessity for in- 
creased gold production is thereby ap- 
parent. As long as gold remains the 
value standard of the world, production 
will be profitable, providing costs get 
down. Fortunately, this appears to be 
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under way. Since the middle of last year 
commodities have come down consider- 
ably, labor has become more plentiful and 
will probably, in time, become cheaper. 
As the ratio of operating expenses to 
gross profit decreases, gold producers will 
once again commence to show profits as 
in years gone by. While this will un- 
doubtedly take years, and while much has 
to be done, such as improving transporta- 
tion facilities, etc., there is nothing to in- 
validate the conclusion that the industry 
stands on the threshold of a much more 
prosperous era than has been the case in 
the past five years. 





OIL 











Crude Prices Cut 


FOr over three months, notwithstand- 

ing cries of oil shortage hither and 
thither—some of these uttered by Gov- 
ernment experts—this column has refused 
to deviate from its bearish predictions. 
Even as long ago as September, it seemed 
that the forces of general economic de- 
velopments, on the one hand, and the 
growing unfavorable statistical position of 
oil, on the other, would be too strong for 
prices to resist. It is only within the past 
two or three weeks that resistance to 
downward prices—this refers, of course, 
specifically to crude oil prices, the base— 
became decidedly weak. 
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The reduction of Pennsylvania crude 
from $6.10 to $5.75 a barrel was the first 
important cut in crude oil prices. Previ- 
ously Corning crude had been cut and 
this quality was again cut a few days ago. 
The trend in crude prices was definitely 
indicated when some time ago Prairie Oil 
& Gas reduced its crude runs by 30%. 
This was followed at once by Texas Com- 
pany, whic: announced a 50% reduction 
in oil runs from wells connected to its 
lines in Oklahoma, North Texas and 
Kansas. This is the typical Mid-continent 
situation today, and as this section is the 
most important high-grade crude oil pro- 
ducer, its meaning should be clear. 
Plainly, the district is ovér-supplied, a 
condition which has been developing for a 
long time. 
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GOODBODY & COMPANY 


Members N. Y. Stock Exchange 







Securities bought and 
sold in all markets. 





Our Weekly and Monthly 
Market Letter on request. 







115 Broadway New York, N. Y. 
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Reorganization of 


Maxwell Motor Company, Inc. 
Chalmers Motor Gorporation 


In view of the deposit under the Plan and Agreement, dated 
September 1, 1920, of all but a comparatively small percentage of the 
unsecured notes and claims exceeding $5,000 in amount which it is 
intended to deal with under said Plan and Agreement, and of over 87% 
of the outstanding shares of said Companies, and in the due exercise 
of the authority conferred upon it by said Plan and Agreement, the 
undersigned Committee has declared said Plan and Agreement to be 
operative. Steps will now be taken, as contemplated by said Plan and 
Agreement, to organize and vest in the new company the title to the 
properties it is to acquire. 

Since the promulgation of said Plan and Agreement deposits of 
stock and of unsecured notes and claims have been made and continue 
to be made from day to day and it is still practicable to receive further 
deposits. Accordingly the time to make deposits of stock and of un- 
secured notes and claims with CENTRAL UNION TRUST COMPANY 
OF NEW YORK, Depositary, 80 Broadway, New York City, has been 
extended, without penalty, until the close of business on FEBRUARY 1, 
1921. : 


Initial payments required upon the exercise of minimum rights of 
purchase conferred by said Plan and Agreement may be made to said 
Depositary until the close of business on FEBRUARY 1, 1921, but only 
upon the payment of a penalty equal to 144% of the amount of said 
initial pa : 


The time to file the forms of application attached to Application 
Certificates for new stock in excess of said minimum rights of purchase 
and to make the initial payment of an amount equal to $10 in respect 
of each share of Class A stock so applied for. has been extended, with- 
out penalty, until the close of business on FEBRUARY 8, 1921. It is an- 
ticipated that notice of allotment of stock so applied for will be given 
about February 10, 1921. 


Dated, January 12, 1921. 


WALTER P. CHRYSLER LEO M. BUTZEL 
HUGH 


J. R. GEORGE W DAVISON 
‘ Chairman B. F. EVERITT 
ELDON BISBEE HENRY V. POOR 


JAMES C. BRADY E. R. 
HARRY BRONNER RALPH VAN VECHTEN 
Committee 
A. A. ROST, Secretary, 
Hi Pine Street, New York City 
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BOND 
SERVICE 


Special attention 
given to orders in 
bonds listed on the 
New York Stock Ex- 


change. 


We solicit such busi- 
ness as_ specialists, 
having our own rep- 
resentatives on the 
floor and the most 
complete facilities. 


Our Unlisted De- 


partment will be 
found equally satis- 
factory on bonds 
which are not listed, 
or are extremely in- 
active. 


Tobey & Kirk 


25 Broap STReEer, 
New York 


During all of 1920, production showed 
a great increase and the same was true 
of Mexican imports. (See graph.) Con- 
sumption remained very high, but during 
the latter part of the year consumption 
fell off rather more rapidly than was ex- 
pected, and this caught many producers 
unprepared. The result is that consider- 
able curtailment of output can be expected 
from now on and many ventures will have 
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to be given up temporarily. Certainly the 
larger companies will adhere to such a 
policy at least until surplus stocks have 
been sufficiently absorbed to permit in- 
creased operations. 

When this situation will improve is not 
easy to say, but it is hardly likely to do 
so within a short period. It must not be 
forgotten that deflation in the oil in- 
dustry has barely commenced. This is 
strikingly brought out by comparing the 
average of crude prices over the past few 
years, as indicated by the attached table. 
This shows that prices steadily advanced 
from Jan. 1, 1917, and that the first break 
occurred only very recently. Under 
the circumstances, it is certainly clear 
that peak prices have already been reached, 
and that the price trend, in a general 
way, should be downward. 

Not all is dark in the oil industry. 
Kerosene is particularly strong, due to 
the seasonal demand, which has increased 
noticeably in the eastern, northeastern and 
Mid-continent sections. In the Mid-con- 
tinent, for example, where kerosene sold, 
several months ago, at 13% cents, it is 
now quoted at 18% cents, with consider- 
able business being done. In the east and 
northeast, prices are at their highest level 
of 1920. 

The shipping interests are in trouble, as 
they are faced with a falling fuel oil 
market, having previously contracted for 
the product at peak prices. Bunker oil 
can be had lower than 7 cents, and it 
has been announced that the Shipping 


Board has contracted for its 1921 require- 
ments on a 43%4 cent basis. 

The small independent refiners are in 
a rather poor position, as their biggest 
production consists of fuel oil (their 
facilities do not permit much manufac- 
ture of gasoline, for which demand is still 
large). Inasmuch as demand for fuel oil 
has slackened, they are naturally faced 
with a difficult situation. The more im- 
portant refiners, however, are in a posi- 
tion to continue their gasoline production 
and will feel the slower fuel oil markets 
less immediately. 





STEEL 








Quiet Conditions Prevail 

THE U. S. Steel unfilled tonnage state- 

ment shows a decline of 873,000 tons 
at the close of December as compared with 
the preceding month. This is not quite 
as much as was expected, but it is great 
enough to show the extent to which the 
industry has been affected by present con- 
ditions. Probably 25% of the decline was 
due to cancellations. 

The Corporation has about 8,000,000 
tons unfilled orders, which will keep it 
practically fully occupied for six months, 
assuming that it ships on the present 
monthly basis of 1,200,000 tons. It is pos- 
sible, however, that general business con- 
ditions may compel further cancellations, 
in which case the Corporation would find 
itself less fully engaged before June. 

Since the independents, some time ago, 
reduced their prices to meet the Industrial 
Board base, no great changes have oc- 
curred. There have been, however, some 
minor cuts which are chiefly significant 
as possibly indicating a situation which 
may become more pronounced later on. 
Among the products which are now being 
cffered by some interests under the U. S. 
Steel base, are 26-, 28- and 30-gage sheets, 
and resale tank plates. 

These are isolated instances of active 
competition on the part of several inde- 
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pendents. At present, with demand so 
slow, there is no practical inducement to 
cut under base prices, especially consid- 
ering that operating costs, while lower 
than they have been for some independ- 
ents, are nevertheless still high. If oper- 
ating costs can be reduced further, and 
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it is possible that they will, independents 
may find it profitable to offer business at 
lower quotations than those now generally 
prevailing. 

No substantial increase in consumption 
is anticipated before the beginning of 
March, but it is looked for at that time, 
as March is a month in which consump- 
tioh generally does increase. For the 
present, however, there is no indication 
of a change. In fact, it looks as if it will 
be necessary to strike a further balance 
between production and consumption, 
which means that independent operations 
will probably have to be further reduced 
during the next few weeks. 
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Stringent Economy Measures 


HE railroad situation is characterized, 
in the main, by two features: (1) De- 
clining traffic, (2) increasing economical 
operation. Undoubtedly traffic is declin- 
ing rather more rapidly than economy is 
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increasing, so that the offsetting value of 
the latter is not quite complete. 

Principal efforts to cut down expendi- 
tures are along the line of dispensing with 
surplus labor. Whilt the railroads com- 
menced to reduce their labor forces a few 
months ago, the process is by no means 
completed and there are almost daily re- 
ports of further reductions. The savings 
effected by this step can be appreciated 
by the fact that the Rock Island system, 
which laid off 10,000 men in the past two 
months, has effected a saving of $1,000,- 
000 monthly thereby. 

The unfavorable factors affecting the 
carriers are so well known that they re- 
quire no repetition. The situation con- 
tinues, as it has been during the past few 
weeks, rather unfavorable. Probably no 
definite improvement along traffic lines 
will put in an appearance until the end of 
winter. 

Aside from the fact that the railroads 
are economizing, there are other factors 
of a favorable nature. At the head of the 
list should be placed the fact that weather 
conditions are most fortunate. In sections 
of the country where normally at this 
time many railroads are compelled to go 
to added expense in order to clear their 
right of way from accumulated ice and 
snow arid other impediments, there are no 
such difficulties owing to the unusually 
fine weather, with the result that traffic 
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Condensed Statement, December 31, 1920 


RESOURCES 


Cash on Hand, in Federal Reserve Bank 
and Due from Banks and Bankers 


U. S. Government Bonds and Certificates 
Public Securities 

Other Securities 

Loans and Bills Purchased 

Real Estate Bonds and Mortgages 

Foreign Exchange 

Credits Granted on Acceptances 

Real Estate 

Accrued Interest and Accounts Receivable 


LIABILITIES 


Outstanding Dividend Checks 

Accrued Interest Payable and Reserves for 
Taxes and Expenses, and Other Liabilities 

Notes, Bills, and Acceptances Rediscounted with 
Federal Reserve Bank 


Notes Secured by Liberty Bonds Rediscounted 
with Federal Reserve Bank 


Acceptances—New York Office 
Foreign Offices 
Outstanding Treasurer’s Checks 


$217,780,215.72 
36,909,728.37 
44,227,524.52 
37,275,670.61 
501,582,486.50 
2,804,110.00 
5,244,047.77 
57,901,984.08 
8,435,705.67 
11,501,864.88 


$923,663,338.12 








$25,000,000.00 
25,000,000.00 
12,075,072.37 


$62,075,072.37 
966,400.50 





20,379,570.92 
74,328,844.23 


19,435,800.00 
44,867,543.08 
13,034,441.00 
51,221,978.47 
637,353,687.55 


$923,663,338.12 








UNDIVIDED PROFITS ACCOUNT 


CREDITS 


Credit Balance January 1, 1920 
Miscellaneous Credits During Year 


$6,239,889.57 
155,624.66 


Profits for Year, after deducting all expenses and 
taxes, including high cost of living allowance to 
employees, the charge-offs in connection with Real 


Estate and bad and doubtful debts, both domestic 


Dividends Paid During Year at Rate of 20% per 


Appropriated for distribution to officers 
and employees on Additional Com- 


pensation 1,676,392,36 


12,355,950.50 
18,751,464.73 





6,676,392.36 





Credit Balance December 31, 1920 


$12,075,072.37 





























~ One of the Three Whalen Mills 


Cream of Canada’s 
Forests 


Situated on the Pacific Coast, with access to 
the cream of Canada’s forests and, by water, 
to the markets of United States, Australasia 
and the Orient, Whalen Pulp & Paper Mills, 
Limited, is rapidly forging ahead in the pulp 
and paper business. 


Whalen Pulp & Paper Mills, Lid. 
7% Mortgage Debenture Stock 
Price: 100 and interest (Canadian funds) 
Carrying a 50% Common Stock bonus. 
affords a well-secured 7% yield and a share 
in surplus profits through the Common bonus. 
Payment of interest in New York funds pro- 
vided for. Present premium in Canada of over 


15% reduces price to the U. S. investor to about 
85 and increases yield to over 9%. 


Write us for particulars of this sound invest- 
ment offering. 


Graham Sanson & (o 


INVESTMENT BANKERS 
Members Toronto Stock Exchange 
TORONTO, CANADA 











P 
The Bright Side 


Months of uncertainty have read- 
justed commodity prices. 


Now factories are opening up 
and conditions are nearing nor- 
mal. Sound securities are also 
offered at lower prices than ever 
before. 


May we send you 
Description of 


_3 Public Utility Bonds 
to yield 614% % to 8%. 


3 Preferred Stocks 
to yield 7% to 8%. 


Earnest E. Smith & Co. 


Specialists in New England Securities 
52 Devonshire St., Boston 


Members New York and Boston 


Stock Exchanges 











continues unimpeded. This, of course, 
has resulted in an unexpected saving. 
The drop in coal prices is a highly im- 
portant factor. The railroads consume 
about 25% of the coal produced in this 
country. It is estimated that when con- 
tracts are signed next April, prices will 


be at least $1 a ton less than last year’s. ° 


This would effect a saving of $150,000,000 
to the railroads of the country. 

Some claims for adjusted compensation 
for the period of Government control 
prior to Feb. 28, 1920, have been settled, 
the greater percentage, however, still re- 
maining subjects for further litigation. 
This is a long and tedious affair, and 
some of the roads, rather than postpone a 
settlement indefinitely, prefer to waive 
part of their claims and agree on a cém- 
promise. This applies particularly to the 
weaker roads. As to the six-month period 
subsequent to Feb. 28, practically nothing 
has been done with regard to adjusted 
compensation, and it will probably be 
many months before the matter is entirely 
settled. 

The New England roads demand a re- 
division of rates, claiming that in the 
event this is not granted, bankruptcy is 
inevitable. Railroad conditions in this 
section are practically on a terminal basis, 
with about 58% of the total freight trains 
engaged in local transportation. About 
60% of the tonnage is interchange busi- 
ness with the various trunk lines, rates 
being split between the New England 
roads and the particular trunk line in- 
volved. 

These rates were adopted many years 
age. Since then, operating costs have 
tripled and the New England roads feel 
that there should be a redivision of rates. 
The trunk lines are not disposed to agree, 
ciaiming that to do so would render the 
operation of their lines unprofitable. The 
entire matter has been brought up before 
the Interstate Commerce Commission, 
where it now rests. The problem is a 
difficult one, but it is very serious to the 
New England roads, as the difference in- 
volved amounts to something like $25,- 
000,000 a year. 
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Exports in Large Volume 


FEW months ago this column pointed 

out that the statistical position of wheat 
was satisfactory. Since then, in spite of 
its fundamental position, the commodity 
has sufferéd a very severe decline, which 
was almost entirely due to credit condi- 
tions. The statistical position of wheat, 
however, has not changed in the mean- 
time. In. fact, the possible shortage of 
50,000,000 bushels mentioned in the last 
writing on the subject seems a conserva- 
tive estimate. 

Very recently there has been an unusual 
volume of purchases, considering the 
season, for foreign account, indicating that 
Europe is short of wheat. Germany, in 
particular, is in the market, having bought 
some 1,500,000 bushels at current quota- 
tions. It is’ understood that that country 
is in the market for 4,000,000 bushels 
more. Presumably, Germany has been 
able to make the proper credit arrange- 
ments for such large purchases. 





Considering the rather narrow margin 
between supply and demand, recent export 
buying has a very decided meaning, and 
continuation of the movement would re- 
sult inevitably in higher prices. 

The market has shown very decided 
strength of late, which is natural, consid- 
ering the fundamental conditions operat- 


ing. That the very low prices seen a ° 


month ago are to be repeated in the near 
future is to be doubted. The trénd is 
clearly upward, although, considering the 
rapid pace. of the advance at this writing, 
reactions can be expected. 





COPPER 








A Slight Price Advance 

AN advance in the price of copper from 

12% cents to 13 cents was the chief de- 
velopment since the beginning of the new 
year. Copper, except for very small lots, 
can no longer be bought under 13 cents 
a pound, which in itself is quite an im- 
provement. 

The reason for the advance seems to 
be based on the sentimental influence 
caused by the announcement that the 
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Copper Export Association had in view 


. Certain measures which were calculated 


to relieve copper producers. While the 
measures were not described, it is under- 
stood that they involve the retention of 
the metal until better prices can be had. 
This is a familiar phenomenon in the 
present economic situation; but it is to 
he doubted whether it can succeed. It was 
tried many years ago in the copper in- 
dustry with unfavorable effects. 

It is mo secret that some of the larger 
companies have withdrawn millions of 
pounds of the metal from the market. 
While pressure is thus removed for the 
immediate present—which no doubt ac- 
counts for the recent slight advance in 
the price of the metal—there is always 
the question as how ultimately to dis- 
pose of the very large existing surplus. 

Tt is to be noted that while the price 
of the metal has been advanced, it has 
resulted in no unusual inquiry. Actual 
sales, while on a slightly increased vol- 
ume, are hardly sufficient to suggest that 
the fundatierital situation has changed 
materially. 

Statistically, the position of the metal 
is as unfavorable as it has been during 
the past few months. The copper in- 
dustry rode into the new year with an 
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abnormally high surplus, and this is, of 
course, an extremely unfavorable element. 
Current consumption is only about 25% of 
normal, and although this is materially 
offset by the fact that production is only 
25% of capacity, it is evident that at this 
rate of consumption no visible impression 
can be made on the surplus. 

It “is evident that, under the circum- 
stances, the producing interests will cur- 
tail output still further with an idea 
toward reducing the existing surplus as 
much as possible. Generally speaking, the 
troubles of the copper people will not be 
ended until some means can be found of 
extending long-term credits to Europe, 
with which to enable her to purchase the 
much-needed metal. There can be no 
question that a good part of the present 
surplus could be disposed of in short order 
if the proper credit provisions with Europe 
could be made. 

As to whether the trend has definitely 
turned, this would as yet seem to be a 
bit uncertain, although there is some con- 
structive value in very recent develop- 
ments. The advance to 13-cent copper 
means little, of course, considering the 
distance from which the price of the metal 
has declined. On the whole, however, 
there is some reason to feel more en- 
couraged over the prospect, although it 
will undoubtedly take some time for con- 
ditions to really improve. 

Several other departments of the non- 
ferrous have been very strong, particu- 
larly tin, which advanced on spirited buy- 
ing from 32 to 38 cents. Lead is very 
firm at about 434 cents, but zinc is weak 
and unsettled. There are proposals to 
place a high tariff on zinc imports, but in 
lieu of this, it is to be feared that the 
price will decline still further, as there is 
a possibility of heavy imports from 
Europe, even at prevailing low prices. 
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Better Spirit Prevails 


TH improvement in business sentiment, 
which became more pronounced with 
the commencement of the new year, has 
reacted on the automobile manufacturers. 
As a result, many plants, formerly shut 
down completely; have been reopened, 
and others which were running on a very 
slight schedule are working at somewhat 
gieater capacity. About 15,000 men in 
Detroit are back on the job, and more are 
being called in daily. 

Nothing like normal production is in- 
tended for the immediate future. In fact, 
renewal of activity is more in the nature 
of an experiment pending developments of 
a’ more definite nature. In other words, 
greater manufacturing activity is due not 
to actual orders received but in anticipa- 
tion of orders to be received. In this 
connection, it is to be noted that the 
National Automobile Show, which took 
place recently, had considerable to ‘do 
with this renewed optimism. 

It is entirely too early to expect the in- 
dustry to revive completely. Improvement 
will naturally depend on general business 
conditions, which are as yet quite un- 
settled, although showing a better tone. 
Moreover, although there have been 
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CANADIAN 


we 


Bureau of Canadian 


Information 


THE Canadian Pacific Railway, 
through its Bureau of Canadian 
Sefouention, will furnish you with 
the latest reliable information on 
every phase of industrial and agri- 
cultural development in Canada. 
In the Reference ag main- 
tained at Chicago, New York and 
Montreal are complete data on 
natural resources, climate, labor, 
transportation, 
etc., in Canada. Additional data 
is constantly being added. 

No charge or obligation attaches 
to this service. Business organi- 
goes are invited to make use of 
t. 


Canadian Pacific Railway 
Department of Colonization 
and Development 


165 E. Ontario St. 
1270 Broadway 
335 Windsor Station 
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Put a “Satellite” 


Typewriter Stand 
IN YOUR OFFICE 


Increase the efficiency of your stenographic 
force, reduce fatigue and save space with 
the most portable and adjustable of all type- 
writer stands, 


numerous instances of price revision, many 
makers have not yet reduced their prices 
in sufficient conformity with the drop in 
commodity prices, and it is seriously a 
question whether the public at large can 
be induced to make purchases unless the 
price is reasonably satisfactory. 

The Automobile Show indicated no in- 
tention on the part of makers to come 
down further with their prices. No doubt 
they are waiting to see what the effect 
will be on the public. Should the public 
persist in its determination to hold off 
until prices are lower, there can be no 
doubt that manufacturers will have to bow 
to the inevitable and reduce their prices. 
Even in other lines, where prices have 
already been cut deeply, the consumer has 
refrained from purchasing, and it is 
logical' to believe that this will apply at 
least equally to the automobile situation. 
Manufacturers who refuse to acknowledge 
the economic necessity of cutting their 
prices are not improving their funda- 
mental position. 

Fundamentally, there is no real reason 
to believe that the “turn” in the auto- 
mobile industry has arrived. The con- 
servative viewpoint is that the present sit- 
uation is too deeply involved to admit of 
a sudden return to normal activity. 

While there is no doubt that sentiment 
has improved considerably, and also that 
conditions will gradually get better, it is 
too much to expect that the automobile 
manufacturers will have nearly as good a 
year as last year. A smaller volume of 
business and smaller profits will mark the 
coming year, although even that is much 
better than many believed would be the 
case only a few weeks ago. 
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Used in thousands of offices. Endorsed by 
banks, accounting houses, and big business 
executives. Some offices have hundreds of 
“Satellites.” Guaranteed to prove satisfac- 
tory. Reasonably priced. ler direct. 


Write Dept. D 


Adjustable Table Company 
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Strong Position 


BROADLY speaking, there has been no 

change in the coffee situation since 
the last time of writing several months 
ago. At that time, it was suggested that 
prices appeared to have struck their bot- 
tom and future developments seem to 
have made that more apparent. 

The trend in coffee prices is practically 
dominated by the Brazilian situation. 
Existing financial conditions in that 
country compel continued selling, and the 
market naturally feels this pressure. 
Nevertheless, over a broad period, prices 


“have held up remarkably well, consider- 


ing the unfavorable situation, and this 
speaks volumes for the sold-out condition 
of the market. 

Trading interests have continually re- 
sorted to “hedging” operations, and the 
probabilities are that the market is fully 
hedged by this time. Any sort of a buy- 
ing movement for the actual commodity 
would result in an upward movement in 
futures. This was illustrated very re- 
cently. 

United States demand is a little better 
aud there has been some improvement in 
European demand of late. This was no 
doubt influenced by the rise in “exchange.” 
This buying, however, is still of moderate 
proportions and has thus far exerted com- 
paratively little effect. 

It is rather a remarkable matter that 


the unprecedented decline in coffee values 
of approxintately 66% since the high of 
last year should have resulted in only one 
failure in the entire trade. 

The trade itself, while somewhat un- 
certain as to the immediate outlook, 
fears no permanently ergbarrassing de- 
velopments and confidently expects con- 
ditions to become better. With cof- 
fee selling 66% below the highest price 
of 1920 and actually 50% below 1910 
prices, it certainly appears that the next 
broad movement should be in the reverse 
direction of what it has been in the past 
eight months. 

The interior demand in this country has 
been quiet, trading interests preferring to 
get rid of accumulated stocks. However, 
these are not very large, and as the con- 
suming power of the country is what it 
always has been with regard to this com- 
modity, there is reason to believe that the 
trade can refrain from re-entering the 
market at some comparatively early date. 
In the past few days, greater activity in 
the market indicates that this develop- 
ment is about to commence. 

A contrast between coffee and sugar 
prices is suggestive. Both are selling in 
the respective primary markets on about 
the same basis, roughly speaking. In- 
variably, however, previous to this period, 
coffee has always béen much more ex- 
pensive than sugar. ~Nor has anything 
occurred to change this ratio perma- 
nently, There is no direct price relation- 
ship between the two, of course, but one 
would expect either sugar to go down or 
coffee to go up, under the circumstances. 





THE BOND MARKET: RE- 
TROSPECT AND PROSPECT 
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than retard recovery in the investment 
markets. 

Other factors, the importance of which 
cannot readily be appraised, are the prog- 
ress of rehabilitation in Europe, and the 
policies we adopt to assist this restoration. 
Long term credits of magnitude, added to 
existing credits, would tend to retard re- 
duction in interest rates. With reduced 
pressure on our credit resources in our 
home markets there should be large funds 
available for the legitimate needs of for- 
eign trade. 

In general, the tension under which our 
financial machinery operated during 1920 
should be relaxed during this present year 
—that is, we should have lower rates of 
interest, a reduced volume of investment 
offerings, and recovery in bond prices. As 
the investment markets usually anticipate 
movements in the industrial world, a rise 
in security prices may be expected in ad- 
vance of any improvement in business con- 
ditions. 

The initial advance in security prices 
will result from the release of capital from 
business uses for investment uses rather 
than from an anticipation of improved 
business conditions. This, together with 
a more conservative spirit that follows 
a period of speculation, should result in an 
earlier and relatively greater increase in 
bond prices than in stock prices. 
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SWITCHES FOR HOLDERS OF UTILITY BONDS 
(Continued from page 403) 








company’s property. The company’s 
earnings have shown consistent growth 
during the last several years, and in 
1920 the interest on the Refunding 5s 
was earned with a very large margin to 
spare. For the current year a much 
better showing may be anticipated, 
thanks to the increased fares between 
New Jersey points and New York City 
granted by the Interstate Commerce 
Commission, So that there is now rea- 
son to look for a substantial margin 
earned for the company’s income bonds. 
[The company’s prospects, therefore, 
are quite satisfactory, much more s9 
than those which would appear to con- 
front the Chicago Railways Co., and 
one desiring more peace of mind might 
do well to effect the proposed switch. 

The bond is now quoted at about 64, 
or practically the same price at which 
the Chicago issue, referred to above, is 
now selling, so that the annual return is 
about equal. But as the Hudson & 
Manhattan bond has 26 years to run, 
whereas the Chicago issue matures in 
about 6 years, the investor who desires 
a good long term bond, giving an un- 
usual high yield, should not hesitate to 
choose the former. 


THIRD AVENUE RAILWAY INCOME 
5s—HUDSON & MANHATTAN 
INCOME 5s 


Although the Third Avenue Railway 
is in a better position to benefit from 
lower operating costs than most of the 
New York traction companies, due 
largely to the fact that its capital. struc- 
ture was scaled down to what was be- 
lieved rock bottom in the reorganiza- 
tion which followed the receivership in 
1910, when the stockholders were re- 
quired to pay a large assessment, yet 
the company appears to be in a hope- 
less position, so far as earnings are 
concerned, unless it succeeds in obtain- 
ing the right to increase its fares—a 
prospect which does not appear over 
bright, to say the least. For the fiscal 
year ended June 30, last, the company 
reported a deficit, after taxes and 
charges, of $845,396, and for the pre- 
vious fiscal year a deficit of $740,056. 
For the first five months of the current 
fiscal year a small balance was earned 
after operating expenses and allowing 
for interest on the first and refunding 
mortgage bonds; but the interest on the 
Adjustment Income 5s fell short of the 
amount required by $285,108. So there 
would appear to be little chance at 
present, and for a long time to come, 
of the Adjustment Income bond holders 
receiving any return whatever on their 
investment, unless, of course, the road 
is granted an adequate increase in fares. 
The steady decline in commodity prices, 
and the gradual improvement in the 
labor situation may, and probably will, 
increase the earning power of the com- 
pany, but the fact that the bonds, upon 
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which interest to the amount of 15% 
had accumulated up to June 30, last, 
are selling only a few points above the 
stock, which appears to be in an utterly 
hopeless position, so far as dividends 
are concerned, is evidence enough of 
the ‘extremely speculative character of 
these bonds. 

For reasons stated above, in con- 
nection with the proposed switch from 
Chicago Railways 5s to Hudson & 
Manhattan Refunding 5s, a switch from 
Third Avenue Railway Adjustment In- 
comes to the Hudson & Manhattan 
Adjustment Income 5s of 1957, both 
of which issues are selling at about the 
same price, namely 26, would seem a 
desirable move. No interest has been 
paid on these bonds since June BW, 
1916, when, for the six months ended 
on that date, 1% was paid. Since Janu- 
ary 1, 1920, however, the interest has 
been cumulative at the rate of 5%, and 
now that interest on the refunding 
bonds is being earned by a big margin, 
it is not beyond the range of possibility 
that something will be paid on the Ad- 
justment Income issue this year. At 
the current price the bond must be re- 
garded as a fairly good speculation, and 
a much better speculation, in the opin- 
ion of bond experts, than the Third 
Avenue issue aforementioned. 


BROOKLYN RAPID TRANSIT 
7% NOTES 


Unless the holder of these notes is 
willing to take his chances in the re- 
organization,.and to take whatever se- 
curity may be offered in exchange for 
his holdings, a switch to one of the 
more promising; low-priced industrials 
would appear the proper move. Brook- 
lyn Rapid Transit’s outlook is indeed 
gloomy under the receivership, and the 
prospects are for long-drawn-out pro- 
ceedings before rehabilitation comes. It 
is almost certain that the company’s 
funded indebtedness will have to be 
scaled down considerably before the 
road can be said to have regained its 
financial feet again. How the note 
holders will fare under reorganization 
is problematical, but it seems quite cer- 
tain that they will be required to take 
some other form of security in ex- 
change for their holdings. Rather than 
run these chances, it might be better for 
the note holder to dispose of his se- 
curity at the market price, viz., about 
41 for the certificates, and invest the 
proceeds in the stock of the Ajax 
Rubber Co. the Virginia-Carolina 
Chemical common stock, or in General 
Motors common. In switching to any 
one of these issues he will, at least, be 
in receipt of some income, whereas it 
is an open question whether he will re- 
ceive anything at all on his Brooklyn 
Rapid Transit security for a consider- 
able while to come. 
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How the West 
Pulses the 
World’s Markets 


How do the Chicago finan- 
cial section and Lusiness 
owners and executives 
throughout the Middle 
West keep apprised of the 
latest financial news? 


Where does the West find 
the pulse of the world’s 
markets, the complete ac- 
counts of happenings in 
stock, bond, grain, live- 
‘stock, steel, rubber, metal, 
drug, and all other mar- 
kets? 


The ariswer is in the 


Commercial Edition 


of the 


Herald and Examiner 


Since its appearance several 
months ago business, financial, 
industrial men and investors 
generally have pronounced it 
the most complete and valu- 
able publication of its kind in 
the Chicago territory. They 
place thorough reliance on the 
information and reports pub- 
lished in this edition. 


Your Way to the 
Western Investing Public 


_ Here is your ideal means of 
reaching that select part of the 
Western public that is most 
interested in and. capable of 
buying bonds and investment 
stocks which you have to sell. 


Your Herald and Examiner ad- 
vertising will appear not only 
in the Commercial Edition, but 
also in the regular editions of 
the paper, going to more than 
340,000 people. This medium 
should be your first choice for 
financial advertising in the 
West. 


Write for sample copy and 
advertising rates. 


HERALORSEXAMINER 


New York Office, 
Room 802 Astor Trust Bldg. 
Telephone Vanderbilt 1739. 

















The Advantage 
of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 


what an opportunity 
Odd Lots offer. 


You envy the man who 
has capital or credit 
and can buy sound 
securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 


(iistoum & (HAPMAN 
Members New York Stock Exchange 
71 Broadway, New York City 
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ANSWERS TO INQUIRIES 
(Continued from page 397) 








The investment position in Crucible has 
not changed materially, and the stock is 
no better nor worse at 107 than it was 
at 70 a few days ago, and no develop- 
ments beyond an acute technical position 
account for the big advance. We were 
informed, however, by authorities who 
claim to be well informed as to the mar- 
ket for this stock, that there were less 
than 30,000 shares available in Wall Street 
a few days ago, and this was borne out 
by the premium of 1% later exacted by 
lenders of the stock. 

Crucible is an 8% dividend payer, with 
a record of a further 80% in stock divi- 
dends within a year, and extraordinary 
earnings during the war period. It has 
500,000 shares of common outstanding 
(par $100) out of 750,000 authorized, pro- 
viding further leeway for stock dividends. 
In round figures, its gross earnings have 
averaged $17,000,000 in the 1916-1920 
period, and last year showed over $10,000,- 
000 available for the common, or $20 per 
share. It did slightly better than this in 
1916 and 1918, the last being its best year, 
with over $12,000,000 available. 

It cannot be denied that 278%, the high 
price of last year, was an extravagant 
estimate of its value, and it is equally 
true that recent low prices around 70 more 
than discounted the squeezing-out process 
and possibility of diminishing business in 
the future. Because of the risk involved, 
it seems to us a good issue to leave alone 
either way for the time being. We be- 
lieve that U. S. Steel, Bethlehem .B or 
Republic are better vehicles for invest- 
ment, although less exciting. 





CERRO DE PASCO 8% BONDS 
These Bonds Seem Attractive 


The story of Cerro de Pasco appears 
in the last issue of THE MAGAZINE oF 
Wat STREET, and we can avoid repeti- 
tion. The bonds just issued were intro- 
duced to preliminary trading on a “when 
issued” basis on the New York Curb 
around 100, declined to 99, and rose above 
101. We consider them very attractive 
for many reasons. 

The straight, or income yield, is 8%, 
and the maturity a relatively long one. 
Cerro has a good record, in fact, much 
better than many other copper companies. 
It has paid its $4 dividend (including an 
extfa) regularly since 1916, and the aver- 
age mean selling price of the stock has 
been about 40-45, against a present aver- 
age around 30. Its low point around 25 
contrasts with a high price of 67%, and 
the stock becomes very active and strong 
when the metal outlook is good, and such 
stocks as Anaconda, Utah and Inspira- 
tion show a tendency to go up. In other 
words, the investor can depend upon “ac- 
tion” when conditions are right. Ordi- 
narily, the stock is very steady and de- 
pendable, at least so far as our records 
to 1915.go. The management is obvi- 
ously conservative as the company could 
well afford its $4 dividend for the past 
four years, as our story shows. 

These bonds will be the only funded 


debt, the previous issue having all been 
converted into stock under a similar con- 
version feature at high prices. The pres- 
ent bonds are convertible at the rate of 
a $1,000 bond for 30 shares of stock, or 
33% per share, and the stock is even 
now selling a few points below the con- 
version figure. The buyer has an attract- 
ive investment and a call on the stock at 
the same time. Thus, this bond is an 
opportunity to invest to advantage, and 
give him a speculative interest in a good 
copper stock at the same time. 





STANDARD OIL STOCKS 
Few Low-Priced 


There are very few Standard Oil stocks 
that sell at a moderate level, and at the 
same time are active. You would prob- 
ably find International Petroleum and 
Anglo-American Oil in the class you de- 
sire. We first pointed out their attraction 
in these pages some years ago at much 
lower prices, along with Mexican Eagle 
and some others. We again consider In- 
ternational Petroleum and Anglo-Ameri- 
can around 17% and 19 respectively at- 
tractive for a long pull. Anglo-American 
advanced from about 12 to 37, while In- 
ternational Petroleum rose from about 15 
to 76. Mexican Eagle is very inactive, 
but it also advanced from about 15 to 
above 80, taking into consideration the 
valuable rights that accrued. ‘ 

The Standard Oils in general have re- 
ceded substantially from their high prices 
last year, and a good idea may be gained 
in the decline from 900 to about 580 in 
the leading issue, Standard Oil of N. J. 
The latter having changed its par value 
from $100 to $25 and exchanged its old 
stock in the ratio of 4 to 1, accounts for 
the drop from 600 to 150 recently. It is 
also well regarded. 





FOUR RAILROAD BONDS 
Some Conservative Issues 


The best grade of railroad bonds, par- 
ticularly those in the class of “legals for 
savings banks,” yield between 5% and 
5%4%, with isolated cases like Baltimore 
& Ohio Ist 4s of 1948 selling on a straight 
6% basis, or 6%% to maturity. Such 
extreme cases reflect poor earnings under 
the new conditions, and the fear that a 
continuation of poor earnings may alter 
the status eventually. We consider Union 
Pacific Ist 4s 1947, Louisville & Nash- 
ville Unified 4s and Kansas City Terminal 
4s very conservative, with yields as fol- 
lows: 5% to 51%4%, 5% to 5.6%, 5.6% to 
58% (the second figures are yields to 
maturity). 

The first two are “legals” of the high- 
est grade, while the latter is a first mort- 
gage on the Union Passenger Station, 
with extensive terminal and trackage 
facilities behind this $33,000 issue. As 
about a dozen of the leading railroads.are 
behind the issue, jointly as well as sev- 
erally, there can be no doubt as to its 
safety. 
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GASTON, WILLIAMS & WIGMORE 

The original company was founded in 
October, 1914, with a capital of $100,000, 
and in alittle over a year was able to 
distribute stock and cash dividends, bring- 
ing up capitalization to $1,000,000. The 
present Gaston Williams & Wigmore, 
Inc.,- with 300,000 shares of no par value, 
came into existence in 1915, and the stock 
ranged between $30 and $40 a share, plac- 
ing a value of $9,000,000 to $12,000,000 on 
the new enterprise. Earnings for 1917, 
1918 and 1919 were reported as totaling 
about $25 a share, but the company was 
compelled to write off over $5,000,000 last 
year, thus converting a previous surplus 
of $1,260,938 into a deficit of about $5,- 
000,000. 

The company had originally issued serial 
notes totaling $5,000,000 to the Guaranty 
Trust Company, payable at the rate of $1,- 
000,000 annually, the latest of which was 
paid-on April 15 last year. Another note 
is due April 15, 1921. Working capital 
has declined to below $2,000,000, com- 
pared with an average of $12,000,000 an- 
nually for the 1917-1919 period, repre- 
senting a shrinkage of about $10,000,000. 
If the company is compelled to meet the 
payment of $1,000,000 in April, it will have 
to convert some of its assets into cash and 
still further reduce its working capital. 

At $5 a share, a valuation of $1,500,000 
is placed upon the enterprise and it would 
probably be worth that price or more if 
foreign trade relations were normally re- 
sumed and the company was out of dif- 
ficulties. Until the April, 1921, maturity 
is out of the way, the position is uncer- 
tain. The stock is obviously a specula- 
tion, and there is a greater risk in buying 
or holding until it is known definitely how 
Gaston Williams & Wigmore will provide 
for this maturity. Those who hold the 
stock now must do so upon the specula- 
tive prospects of A4nances improving and 
foreign trade taking a turn for the better. 


GRAIN CROPS OF THE WORLD 

While the wheat crop of the world, as 
far as known, has gained more than popu- 
lation has from 1919 to 1920, conspicuous 
news gives to the two prominent export- 
ing countries, Canada and British India, 
a combined crop that is 193,000,000 bush- 
els greater than that of 1919. Nothing 
definite is known with regard to wheat 
production in Russia and probable exports. 

Rice is one of the world’s great food 
staples and about 97% of it is produced 
in southern and eastern Asia and adjacent 
islands. Countries that normally produce 
about three-fifths of the world’s crop re- 
port an estimated production of 151,000,- 
000,000 pounds in 1920, and the extraordi- 
nary gain of 37% over the crop of 1919. 

The flaxseed crop of Argentina, British 
India, the United States, and Canada, 
ordinarily about three-quarters of the 
world’s crop, gains enormously, this year, 
upon 1919, and apparently is half as much 
again as the crop of that year. Russia, 
heretofore one of the five countries figur- 
ing prominently in flaxseed production, 
cannot be included. 

The United States, British India, and 
Egypt ordinarily produce about 80 to 85% 
of the world’s cotton, and these three 
countries, this year, have a prospective 
production that is 16% larger thari that 
of 1919.—Monthly Crop Reporter. 
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NEW INVESTMENT BY 
TEXAS PACIFIC 
(Continued from page 410) 











Conclusion 

The meteoric rise of Texas Pacific Coal 
& Oil from a comparatively small coal 
company into one of the most prominent 
independent oil companies in the country 
is now a matter of record. The next stage 
in the company’s history will have to do 
with its use of the large amounts of money 
it has laid away since its boom began. 
The company is somewhat in the posi- 
tion of a man who, having sold his busi- 
ness at a nice profit, is looking for some- 
thing good to invest his profits in. Noth- 
ing definite can be hazarded as to the 
company’s Mexican holdings, which are 
extensive. 

On the constructive side are three sig- 
nificant facts: One, that Texas Pacific 
bulwarked itself, during extreme pros- 
perity, against the current period of com- 
parative uncertainty. Another is that the 
company has good earning power left in 
its present holdings. The third fact is 
that the president of the company, Mr. 
J. R. Penn, is an old Standard Oil official 
whom practical oil men consider one of 
the shrewdest in the country. His ex- 
perience, coupled with the amount the 
company has available for investment, 
ought to assure its being placed on a 
sound, permanent, income-bearing basis in 
the near future. The stock, of course, 
will continue a speculation until that time; 
but its comparatively low selling price is 
a point in its favor.—vol. 26, p. 185. 





LIGHT AND POWER THE 
BACKBONE OF COLUMBIA’S 
BUSINESS 


(Continued from page 404) 











Reserves against depreciation, sinking 
fund and similar purposes are high. As 
of Oct. 31, this amounted to $4,727,000, 
or nearly equal to 1920 earnings. 

The treasury position of the company 
is strong and as stated above warrants the 
increase in dividends. Earnings are like- 
wise satisfactory, although the company 
cannot point to a very long record, its 


real property dating back only to 1917. 


Thus there is room for some speculation 
as to what the company will do in future 
years. judged by the action of the direc- 
tors in advancing the dividend rate, it 
would appear that they are confident that 
the company can maintain its record of 
the past few years. 

The market action of the stock has been 
rather remarkable, considering the fact 
that it kept to a level of about 50 as com- 
pared with the year’s high of 67, while 
other stocks were dropping 50 and 60%. 
The present price is about 58, where it 
yields a trifle over 10%. The stock has 
evident attractions, but considering the 
fact that so large a part of the company’s 
earnings are derived from natural gas, it 
has not the stability demanded of a true 
public utility, and its rating is therefore 
speculative.—vol. 27, p. 251. 


You Can Buy 
More Bond Worth 
Per $ 


than anything else. 


GOOD railroad and 
Public Utility bonds are 
so low that the buying 
power of your dollar is 
well above normal, 


You can purchase such 
bonds by our Partial 
Payment Plan. 
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A booklet which gives the 
fundamental, common sense 
rules of safety in investment 
has just been published by S. 
W. Straus & Co.—the House 
with the record of 39 years 
without loss to any investor. 


This booklet will be sent free 
on request as long as the edi- 
tion lasts. Write today for 


BOOKLET D-502 
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A Square Deal 


For 35 years a square deal has been 
given by George M. Forman & Com- 

ny to all their customers. There- 
ore today some of the largest insur- 
ance companies are investing their 
funds in Forman Farm Mortgage In- 
vestment, 


netting 7% interest 


for the same reason these securities 
have also been purchased by hundreds 
of individual investors desiring safety 
and an attractive interest return. 


“Selecting Today the 
Investments of Tomorrow,” should be 
in the nds of every investor. Write 
for it now, using the attached coupon, 


Our new booklet, 


< 35_yeors irthout Loss JoA Customer 


feorge M. Forman 
Y « Com 


RTGAG BA KERS 
rAntestABLisnen 1885) 


/11 So. LaSalle $ Set Chicago, Ill. 
ee a a YN Om a Oe ee 


coveeon 
Garp ©. Forman & Company, 

ll La Salle St., Chicago, Ill. 
Gentlemen: Without obligating me in any 
way, please send me copy your new 4 
booklet. 


M. of W. 1-22-21 i 
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CURRENT BOND OFFERINGS 


Government, State, Municipal. 


Jefferson and Arkansas Cos., Ark. 6s.... 


§Providence of Ontario 6s 
§Sherrill-Kenwood Water Dist, 
City of Detroit, Michigan, 5%s 
§City of Passaic, N. J., 


Public Utilities and Railroads 


tAmerican Light & Traction Co. 6s 
Consolidated Utilities Co. 8s 


+Pennsylvania-Ohio Power & Light Co. 8s.. 
§Consolidated Gas Co., of New York 8s.... 


tNiagara Falls Power Co. 6s 

Northwestern Bell Telephone Co. 7s 

+The Empire Dist. Elec. Co. (Joplin) 8s.. 
Industrials, 

tLord Drydock Corporation 8s 

+Goodrich Transit Co. 8s 

§Armstrong Cork Co., 7% Notes 

§Capitol Theatre (N. Y.) 7s 


tSmallest denomination issued $100. 
{Smallest denomination issued $500. 


§Smallest denomination issued $1,000. _ 





Approx. Yield 


Offering 
To Maturity. 


Price. 
To Yield 
94.34 
111 
107% 
To Yield 


Maturity. 
1921-1940 
Dec, 1935 
Jan. 1940 
Nov. 1945 
1921-1951 


May 1925 92.50 
Oct. 1925 98 

Nov. 1930 96 

Dec. 1921 100 
Nov. 1950 87.50 
1941 96% 
1949 98% 


100 
100 











BALDWIN’S FUTURE BULWARKED BY RECENT PROSPERITY 
(Continued from page 387) 








companies, amounted to $51,458,100. Of 
this amount, $20,000,000 is in 7% cumula- 
tive preferred stock ($100 par value) and 
$20,000,000 is in common stock ($100 par 
value).. The balance consists of $8,858,- 
100 Ist mortgage sinking fund 5s, due 
1940, the authorized amount being $15,- 
000,000, and $2,600,000 Standard Steel 
Works ist mortgage sinking fund 5s, due 
1928. Baldwin sinking fund 5s may be 
considered among the highest-grade in- 
dustrial bonds. Interest requirements are 
covered 20 times over, which is fairly 
satisfactory from the standpoint of safety. 
The bonds have a good market and, at the 
present writing, are quoted about 92, 
where the yield is about 54%. This is 
adequate for a long-term bond of so high 
a type. 

Standard Steel 5s are of the same grade 
as the Baldwin 5s. - The issue is closed. 
Interest requirements over .the past five 
years have been earned on the average 13 
times over. The bonds are very inactive, 
with a bid price of 95 and none offered. 

Baldwin-7% preferred is one of the best 
industrial preferreds on the Stock Ex- 
change list. This issue, of which there 
are 200,000 shares outstanding, has paid 
the regular 7% dividend since 1912, the 
company being incorporated in 1911, when 
an initial payment of 31%4% was made. 
Earnings for the past five years applicable 
to the preferred stock have averaged 3% 
times the dividend requirements. The 
stock is quoted at 94, the yield at this 
figure being 7.44%, an attractive return 
on so stable an issue. 

Baldwin common has engaged the atten- 
tion, not to speak of the funds, of count- 
less investors. Few issues have had such 
magnificent gyrations. These, however, 
have served to obscure the more legiti- 
mate attractions of the stock. Baldwin 


common has a net asset value of $157 
a share, including the equities in the 
Standard Steel Works. This is a rock- 
bottom figure—a most conservative esti- 
mate. The stock, at present writing, is 
selling at about 88, returning a yield of 
about 8%. 

The present 7% dividend appears rea- 
sonably. secure. Even if the plant capacity 
of the company is not engaged more than 
50% next year this would still provide 
enough earnings to meet all obligations, 
including the dividends on the common 
stock, 

Owing to its market history, however, 
the stock cannot be classed other than 
speculative, although it has genuine invest- 
ment value behind it. Whether the stock 
is cheap or not at current figures, in a 
practical sense, does not depend so much 
upon its equity value and earning power 
—which are high—but on what the stock 
market does, and this, of course, it is not 
the purpose of this story to predict.— 
vol. 24, p. 1015. 


SUPERIOR OIL CORPORATION 


On the basis of the quarter ended Sep- 
tember 30, the Superior Oil Corporation 
earned at the rate of about $2.44 per share 
annually. Earnings for the last quarter 
were probably at a somewhat lower rate. 

The capitalization of the company was 
cut down some time ago from 1,231,000 
shares to 954,208 shares of no par value. 
Dividends are at the rate of $2 per share 
annually, the last dividend having been 
paid out of the earned surplus of the 
company. 

The corporation is controlled by the 
Atlantic Refining Co., a former Standard 
Oil subsidiary. 
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HIS table 


change. 
-essarily recommended. 


They are classified but not 
An endeavor has been 


includes many of the active 
bonds listed on the New York Stock Ex- 


nec- 


made to arrange them in the order of desira- 


based upon security of 


two 


bility as investments, 
principal and income return. The arrange- 
ment below attempts to balance these 


factors. This table appears in every other issue 


of this Magazinee. 


Foreign Government Bonds 


Apx. 

Price 
Melaiam, Fide, 1968. .ccccecccccere 98% 
Jap. 4s, 1931 (par $974)........... 58 
Jap. Ist 4%4s, 1925 (par $974)..... 77% 


Jap. 2nd 4%s, 1925 (par $974).... 77 


U. K., Gt. B. & I. 5%s, Nov., 1922. 95% 
Pere Ga, Get, BE, Be os cccctece. 96% 
U. K., Gt. B. & I. S%s, 1929...... 89 
French Cities 6s, 1934............ 80 
U. K., Gt. B. & I. 5¥%s, 1937...... 86 
Dom. Canada 5s, April, 1921...... 99% 
Dom. Canada 5s, April, 1926...... 92 
Dom. Canada 5s, April, 1931...... 89 
Dom. Canada 5%s, Aug., 1929..... 93% 
U. K., Gt. B. & I. 5%s, Nov., 1921. 98% 
Dom. Canada 5%s, Aug., 1921.... 99 
Industrial Bonds 
+Midvale Steel 5s, 1936......... . 77% 
§Va.-Car. Chem. Ist 5s, 1923...... 92 
tChile Copper 7s, 1923.........4+. 944 
$Colorado Ind. 5s, 1934........... 63% 
$Wilson & Co., conv. 6s, 1928..... 84 
tChile Copper 6s, 1932..........+. 72 
§Western Electric Ist 5s, 1922..... 94 
§Amer. Cotton Oil Deb. 5s, 1931.. 71 
tInt. Mer. Marine 6s, 1941....... 81 
4Braden Copper 6s, 1931.........- 85 
§Central Leather 5s, 1925......... 90% 
$Beth. Steel Ext. 5s, 1926........ 87 
§Wilson & Co. 68, 1941........+4- 89 
+Beth. Steel Ref. 5s, 1942......... 81% 
+U. S. Rubber 5s, 1947........... 78% 
§Col. Fuel & I. 5s, 1943........... 78% 
tAmer. Smelt. & Ref. 5s, 1947.... 78 
$Armour R. E. 4%s, 1939......... 78% 
$Rep. I. & Steel 5s, 1940......... 86% 
tLackawanna Steel 5s, 1950....... 77 
TU. S. Steel 5s, 1963........2..... 95% 
tGen. Elec. Deb. 5s, 1952......... 88% 
*Gen. Elec. Deb. 6s, 1940......... 100 
Public Utility Bonds 
$Amer. Tel. & Tel. 4s, 1929....... 78% 
tNor. States Power 5s, 1941....... 79 
§Manhattan Consol. 4s, 1990....... 54% 
tAmer. Tel. & Tel. 6s, 1925....... 96 
tConsol. Gas N. Y. 7s, 1925....... 100% 
tPac. Gas & Elec. g. & r. 5s, 1942. 77% 
+N. Y. Telephone 6s, 1949......... 89% 
$Detroit Edison ist coll. 5s, 1933.. 86 
tAmer. Tel. & Tel. 5s, 1946....... 82 
tN. Y. Telephone 4%s, 1939...... 78% 


#Detroit Edison Ist Ref. 5s, 1940... 80% 
tSouthern Bell Tel. & T. Ss, 1941.. 82 

§$Western Union Tel. 4%s, 1950... 79% 
+Hudson & M. rf. 5s, 1957 (Ser. A) 64% 


Yid. 


7.60 
10.50 
10.50 
10.60 

8.00 

9.75 


8.50 
6.90 
6.00 


6.40 
6.50 
7.00 
7.60 


7.40 
8.10 
9.10 
9.90 
8.80 
10.10 
8.30 
9.25 
7.90 
8.10 
7.25 
7.75 
7.00 
6.60 
6.75 
6.90 
6.80 
6.50 
6.20 
6.80 
5.30 
5.80 
6.00 


7.30 
6.90 
7.40 
7.00 
6.95 
7.00 
6.85 
6.60 
6.45 
6.50 
6.80 
6.60 
6.00 
8.20 
8.15 
8.40 
10.25 


5.40 
5.0 


tColumbia G. & E. Ist 5s, 1927.... 83% 

$Pub. Ser. N. J. 5s, 1959......... 62 

$Int. Rap. Transit Ss, 1966........ 50% 
Railroad Bonds Legal for Savings Banks 

N. Y. State 
First Grade: 

tSo. Pac. Ref. 4s, 1955.......+-... 78 

§C. Bur. & Quincy Ill. 3%4s, 1949.. 73% 
Union Pac. Ist 4s, 1947.......... 83 
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tAtch., T. & Santa Fe Gen. 4s, 1995 7834 5.10 
$Chi. & N. W. Gen. Ss, 1987...... 93 5.40 
tUnion Pacific Ref. 4s, 2008....... 79% 5.05 
tNor. & West. Cons. 4s, 1996...... 79 5.10 
§N. Y. Cent. Ist 3%s, 1997....... 68% 5.20 
§$Lake Shore Ist 3%%4s, 1997........ 71% 5.00 
$Ill. Cent. Ref. 4s, 1955.......... 77% 5.45 
§M. St. P. & S. S. M. 4s, 1938.... 80 5.80 
§C. B. & Quincy Gen. 4s, 1958.... 80 5.20 
§Lou. & Nash. Unified 4s, 1940.... 83% 5.35 
§Atl. Coast Line 4s, 1952.......... 79% 5.35 
§Del. & Hudson Ref. 4s, 1943..... 79% 5.55 
Second Grade: 

tN. Y.. Cent. Ref. 4%s, 2013...... 78% 5.80 
Fier. Pac. P. L. 4a, 1997....cc0e. 78 5.15 
§Gt. Northern 4%s, 1961.......... 82 5.35 
§Pennsylvania Cons. 434s, 1960.... 90 5.10 
ee ee 56 5.40 
&C. M. & St. Paul Gen. 4s, 1989... 71% 5.65 
§Pennsyl. Gen. 5s, 1968........... 91 5.55 
tNor. Pac. Ref. 4%s, 2047........ 79% 5.65 
tBalt. & Ohio Ist 4s, 1948......... 69% 6.50 
+C. M. & St. P. Conv. 5s, 2014.... 71 7.10 
tC. M. & St. P. Conv. 4%s, 1932.. 70 8.55 
tBalm & Ohio P. L. 3%s, 1925..... 82% 7. 

7C. M. & St. P. Ref. 4%s, 2014... 64 7.10 


Not Legal for N. Y. Savings Banks 


First Grade: 


tUnion Pac. Conv. 4s, 1927........ 83 7.15 
§Peoria & Eastern Cons. 4s, 1940... 54 9.00 
§$So. Pac. Conv. 4s, 1929.......... 78 7.40 
§Colo. & South Ist 4s, 1929....... 80% 6.95 
§Ore. Short Line Ref. 4s, 1929.... 80 7.05 
tAtch., T. & Santa Fe Adj. 4s, 1995 70% 5.70 
tSouth Pac. Col. 4s, 1949.......... 71% 6.15 
§Ches. & Ohio Gen. 4%s, 1992..... 76% = 5.90 
2Cen. Pac. Ref. 4a, 1949. .cccccces 74% 5.80 
§$Lake Shore Deb. 4s, 1931......... 82 6.30 
tOre.-Wash. R. R. & N., 1961, 4s.. 72 5.80 
Western Pac. Ist 5s, 1946........ 84 6.25 
tIll. Cent. C. St. L. & N. O. 5s, 1963 85 6.00 
2Se. Pac. Comv. Sa, 1934......0... 99 5.10 
§N. Y. Cent. L. S. 3%s, 1998...... 63 5.60 
§Kan. City Term. 4s, 1960......... 72% 5.75 
§Atl. Coast Line L. & N. 4s, 1952. 73 5.85 
§South. Ry. Cons. 5s, 1994........ 90 5.60 
§New Orleans Term. 4s, 1953...... 64% 6.80 
$Ill. Central 5%4s, 1934....:........ 91% 6.45 
§St. Louis S. W. Ist 4s, 1989...... 68 5.85 
§Reading Gen. 4s, 1997...........- 81 5.00 
§San Ant. Ar. Pass Ist 4s, 1943... 62 7.530 
*. 
Second Grade: 

§St. Leuis S. W. Cons. 4s, 1932.... 64% 8.85 
$Wabash Ist Ss, 1939.........+-+.+. 87 6.20 
§Kan. City South. 3s, 1950........ 55% 6.30 
+St. Louis-S. F. P. L. 4s, 1950..... 62% 7.00 
$Rio Grande West Ist 4s, 1939.... 65 7.50 
tDen. & Rio Grande Cons. 4%s, 1936 70 7.80 
sc. C. C. & St. L. Deb. 4%s, 1931. 81 7.00 
§N. Y. C. & St. L. Ist 4s, 1937.... 82 5.65 
§C. R. I. & Pac. Gen. 4s, 1988..... 72% 5.600 
+Virginian Ist 5s, 1962............ 844% 6.00 
tPere Marquette 5s, 1956.......... 85 6.10 
§Ches, & Ohio Conv. 4%s, 1930.... 76 8.00 
+Colo. & South Ref. 4%4s, 1935.... 74% 7.30 
§Rio Grande West Coll. 4s, 1949... 54 8.15 
tChes. & Ohio Conv. 5s, 1946...... 84% 6.20 
+N. Y. Cent. Conv. 6s, 1935....... 92 6.85 
tc. R. I. & Pac. Ref. 4s, 1934..... 68 7.80 
§Cent. of Ga. 6s, 1929........+.065 87% 8.00 
§Kan. City South Ref. 5s, 1950.... 74 7.10 
§South Ry. Gen. 4s, 1956.......... 60% 7.20 
§Balt. & Ohio 6s, 1929.........+5. 92% 7.10 
+St. Louis S. F. Adj. 6s, 1955...... 65% 9.50 


+Smallest denomination $100. 
tSmallest denomination $500. 
§$Smallest denomination $1,000. 








As a Safe and 
Profitable Investment 
We Recommend the 


City of 
Copenhagen 
4% Loan of 1901 


Interest and principal payable in U. S. 
Dollars at a fixed rate of exchange, 
which at the present purchase, will yield 
about 7%; an additional profit of 80% 
may be realized when bonds are re- 
deemed. 


Ask for Circular M. W. 101 


Danish 
anish Govt. 
32% Loan of 1909 
Interest payable in London at a fixed 
rate of exchange, now yield about 8% 
income which will be increased to about 
11% on return of Sterling to parity. 
Ask for Circular M,. W. 102 
Your inquiry is also invited on 


BRITISH FRENCH 
BELGIAN GERMAN 


and other European Bonds 


HUTH & CO. 


30 Pine Street, New York 


Telephone John 6214 















Multiply 
YourHoldings 
4 Times 


by purchasing a greater vol- 
ume of well secured stocks 
and bonds. That is, buy four 
times the quantity of securi- 
ties that you could purchase 
for cash outright—then pay 
for them from your monthly 
earnings on 


Partial Payment 


Plan 


Our plan furnishes 
splendid opportunity to take 
advantage of the extraordinary 
purchasing 


you a 


possibilities of 
high grade securities at bar- 
gain prices. Our plan gives 
the utmost flexibility. 


Ask for Circular MW-25 


R. J. McClelland & Co. 


investment Securities 
100 Broadway New York 
Telephone Rector 604 








HORNBLOWER & WEEKS 


ESTABLISHED 1888 
Members of New York, Boston and Chicago 


Stock Exchanges 


INVESTMENT 
‘SECURITIES 


60 CONGRESS ST. 
BOSTON 


42 BROADWAY 
NEW YORK 


Chicago i Portland 








THE STREET RAILWAY 
FARE SITUATION 
(Continued from page 405) 














36 YEARS EUROPEAN AND AMERICAN BANKING. 
Oldest German Banking House In Chicago. Direct connections 


WOLLENBERGER & CO. 


inyestment Bankers 
CHICAGO 

















so frequently in a case of interurban lines. 
He should also know the nature of the 
physical condition of the property con- 
cerned. 

Many street railway companies are now 
in a most dilapidated condition. Some of 
them are ready for the scrap heap. An 
investor in street railway securities should 
avoid the smaller companies, as the ma- 
jority of these are of a doubtful char- 
acter as to their physical condition. The 
larger street railway systems, while per- 
haps in better physical condition and hav- 
ing a greater likelihood of a continuance 
in operation, have only in a few instances 
received fare increases which are adequate 
to meet the present scale of operating 
costs. Their securities are generally 
greatly depressed. 

Operating expenses within the next 
period of years should decline nearer to 
the pre-war level, in which case street rail- 
way companies should benefit. Where re- 
ceiverships have occurred and reorganiza- 
tions have not yet taken place, investors 
should be particularly careful to ascertain, 
when considering the junior issues, wheth- 
er or not these issues will have any value 
in the reorganization. Indications are that 
a great number of the junior issues of 
some of the larger companies will be 
totally wiped out, in the event of re- 
organization. 








POSSIBILITIES IN SOVIET 
TRADE 


(Continued from page 371) 











lieve they will be paid. Except for such 
part of it as has been sent abroad to make 
purchases, Russia’s specie is intact. This 
specie cannot be destroyed. But Russia 
must have tranquillity before she can pay.” 

As substantiating his position and veri- 
fying the figures which he gave me, Mr. 
Martens handed me a statement made by 
R. F. MacElwee, director of the Bureau 
of Foreign and Domestic Commerce, in his 
annual report to the Secretary of Com- 
merce, just published: 

“We may confidently look forward to a 
great increase in our commercial pros- 
perity. Russia will be a tremendous field 
for investment. Its whole economic fabric 
(railways, factories, mills, etc.) is disor- 
ganized and the country needs outside help 
to rebuild it. The United States is prob- 
ably less familiar with Russia than any 
of its competitors and it conducted very 
little direct trade with that country prior 
to the war. The goods that were ex- 
ported from the United States were sent 
through intermediary countries, such as 
Germany and England. It is felt that 
America must now discontinue that prac- 
tice and endeavor to promote direct com- 
mercial intercourse with Russia.” 
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MARKET STATISTICS 


N.Y. Times. Dow, Jones Avgs. 
40 Bonds. 20Indus. 20 Rails. 


Monday, Jan. 3...... 68.80 72.67 
Tuesday, Jan. 4...... 69.31 72.76 
Wednesday, Jan. 5.. 69.38 73.13 
Thursday, Jan. 6.... 69.55 74.31 
Friday, Jan. 7...... 69.65 75.21 
Saturday, Jan. 8.... 69.84 — 74.80 
Monday, Jan. 10.... 69.90 76.00 
Tuesday, Jan. 11.... 70.32 7614 
Wednesday, Jan. 12.. 70.40 75.88 
Thursday, Jan. 13.. 70.58 74.43 
Friday, Jan. 14...... 70.64 7448 
Saturday, Jan. 15.... 70.71 75.14 





N. Y. Times. 

750 Stocks— 

High. Low. Sales. 
75.98 69.24 67.43 719,875 
7621 69.12 67.54 817,160 
7591 68.30 67.09 676,435 
76.49 69.40 68.06 876,953 
77.03 70.92 68.84 1,148,890 
77.21 70.59 69.62 512,200 
77.33 7151 68.85 1,154,060 
76.99 72.33 70.58 1,093,300 
77.30 72.06 70.69 839,125 
7665 71.90 70.03 832,100 
77.15 70.77 69.61 517,819 
77.56 71.00 70.36 274,601 











Readers’ Round Table 


(Continued from page 412) 








“condition of the road and its equipment 
were constantly coming down.” On the 
contrary, at no time in the history of the 
road had such great sums been expended 
for improvements and equipment, from 
surplus earnings and proceeds from the 
sale of stock and bonds, as in the eight- 
or ten-year period preceding the reduction 
of the 8% dividend; and its condition was 
never higher than at the end of this time. 
In some part, its subsequent difficulties 
were due to premature expenditures for 
improvements,-in advance of requirements. 
No road had a better or more representa- 
tive beard of directors, and all the many 
and vindictive investigations of its ac- 
counts and records have failed to disclose 
any evidences of looting as has been so 
frequently charged. Its downfall was 
caused in part by the rising costs of its 
heavy terminal expenses, but principally 
by the frittering away of its credit and 
resources by ill-advised (but not dishon- 
est) investments in terminal companies, 
steamboat lines, trolley lines and other 
enterprises, which were unprofitable, as 
the simplest analysis of its annual state- 
ment will show. 
“Ex-Official.” 


While New Haven was mentioned in 
the editorial quoted merely as an illustra- 
tion to emphasize a principle, without any 
attempt at thorough analysis, it is be- 
lieved that the statement made was sub- 
stantially correct, though perhaps a little 
too sweeping. 

The question would perhaps turn on 
what constitutes adequate maintenance 
and an adequate surplus over dividends. 
The long slide in the price of New Haven 
stock began from the high price of 175, 
made in 1909. In the years 1903 to 1909, 
New Haven applied $38,143 per mile to 
maintenance of way and equipment, and 
its total surplus above dividends was equal 
to 3.1% on the stock. In the same years 
New York Central & Hudson River ap- 
plied $45,956 per mile to maintenance of 
way and equipment, and its total surplus 
above dividends was equal to 8.6% on the 
stock. New Haven made the poorer show- 
ing, although New York Central had not 
then entered upon its later policy of big 
improvements. ~ 

A better test, however, is in the growth 
for JANUARY 22, 1921 


of the train load, which depends largely 
on the upbuilding of way and equipment. 
New Haven’s train load in 1908 was 229, 
against 224 in 1903, while New York Cen- 
tral’s was 384 in 1908, against 333 in 1903. 
The latter had evidently made the better 
progress in efficiency of operation. Be- 
ginning with 1909, New Haven increased 
its train load, and from 1910 its mainte- 
nance also, but soon found it necessary to 
discontinue dividends. 

It is certainly quite true that other im- 
portant factors, for which the New Haven 
management was in no way to blame, en- 
tered into the collapse of the road. But 
it’ was also true that too large a part of 
the earnings was paid out in dividends. 
The trifling annual surpluses over a series 
of years should have been a warning to 
investors.—EDITor. 





PAPER PRICES HOLD 
THEIR OWN 
(Continued from page 390) 











Paper 7-6s should command a higher 
market price than the present 75% 
quotation. These bonds are by no 
means to be considered speculative and 
the yield is good. 

The preferred stock, on the other 
hand, despite the fact that present earn- 
ings would seem to justify a considera- 
tion of dividends, is to be classed as 
a speculation at the current price 
of 37%, as the high cost of wood and 
other materials necessitates a much 
larger working capital than in normal 
times. The common stock, which has 
practically no market, has little value — 
vol. 24, p. 662. 





FOR BETTER ROADS 


Users and builders of roads from all 
over the country will meet in Chicago, 
February 9 to 12, for a good roads con- 
ference to be held under the auspices of 
the American Road Builders’ Association. 
It is stated that $160,000,000 is available 
through Federal aid and $276,000,000 
through State levies for new construction 
and that the work already outlined pre- 
sages an unprecedented amount of build- 
ing in this country in 1921. 
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8% TEN-YEAR | 
CONVERTIBLE BONDS 


We suggest for investment 


Barnsdall Corporation 
8% bonds to yield 8.45% 


This company dates back to 
1870. It owns and operates 
2,147 producing oil wells, a 
complete refinery and an ex- 
tended pipe line system. 

A settled production of over 
7,000 barrels a day is main- 
tained from its many wells. 
Net assets on Nov. 30th, 1920, 
were 370% of bonds issued. 
Earnings equivalent to over 7 
times bond interest. 

A strong sinking fund and valu- 
able conversion privileges are 


provided. 





Complete details on re- 
quest for Letter W 205. 


Herrick & Bennett 


Members New York Stock Exchange 


66 Broadway 51£E.42adSe. 











New York New York 
Rector 9060 Murray Hl 3454 
Peekskill, N. Y. 











Province of 
Manitoba 
(Canada) 
Ten-Year 6% Gold Bonds 


Principal and interest pay- 
able in Gold in Winnipeg, 
Toronto, Montreal, New York 
These bonds are a direct 
primary obligation of the 
oldest of the Prairie 
Provinces of the Domin- 
ion, noted for producing 
the highest-grade wheat 
in the world 


Winnipeg, capital of the 
province, with a popula- 
tion of over 200,000, is 
the chief distributing 
centre for this vast sec- 
tion. 

Price to Yield 


7.35% 


Full Particulars Upon Request for 
Circular MW 4 


pRANDON, 


Ground Floor, Singer Building 
89 Liberty Street New York 
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Allied Chemical 
Dye Giipaddiion 


We shall be pleased to 
send you our special 
circular discussing the 
consolidation of the fol- 
lowing chemical com- 
panies: 


Barrett Company 

General Chemical 

National Aniline 
Solvay Process 
Semet-Solvay 





Write for circular 745 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
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We are distributing 
a complete record of 


Railroad Bond 
Prices 


1910-1920 


which should be of 
value to all bond 
investors. 


A Copy will be 
mailed free to those 
interested, upon re- 


quest for MW-12. 


- 


NEWBURGER 
HENDERSON 
& LOEB 


Members N.Y. & Phila. Stock Exchanges 
100 Broadway, New York 














NOTE.—The Railroad and Industrial 
Digest, contain condensations of the latest news 
are not to be considered official unless 
mor the authorities for the various items 
utmost care, and only from 
trustworthy 


Financial News and Comment 


meme an Vet ae GA Reaee ont 
Digest, on ties, 7 Mes 


sources which we have every 
. Investment commitments should not 
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guarantee them, 
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RAILROADS 








Atchison, Topeka & Santa Fe— 
Company has ordered 40,000 tons of 
rails from the Illinois Steel Company. 


Atlanta, Birmingham & Atlantic.— 
The conference in progress between 
President B. L. Bugg of the railroad 
unions came 7 an abrupt end follow- 
ing a positive statement that the reduc- 
tion in wages announced by the com- 
pany December 29 would become ef- 
fective February 1. The announcement 
was that wages would be reduced by 
50% of the increases made since De- 
cember, 1917. President Bugg stated 
in the conference that the reduction 
would affect operating expenses by an 
estimated $100,000 a month and pre- 
sented figures to show that in Septem- 
ber, October and November the road 
had failed to meet operating expenses 
by an average of $98,000 a month. 
Chairman Curtis, spokesman for the 
men, insisted that the reduction would 
have to be passed upon by the U. S. 
Railway Labor Board. President Bugg 
offered to reopen the conference on the 
request of the representatives of the 
men. 


Baltimore & Ohio.—Interstate Com- 
merce Commission has granted authori- 
ty to the company to issue and hold in 
its treasury $7,586,000 of its refunding 
and general mortgage bonds, Series B, 
and to issue and pledge $362,000 of its 
Pittsburgh, Lake Erie & West Virginia 
system refunding 4% gold bonds as ad- 
ditional collateral. 

The Baltimore & Ohio was also 
granted authority to issue notes to pur- 
chase equipment under a contract en- 
tered into pursuant to the National Rail- 
way Service Corporation’s equipment 
trust, and to assume liability in respect 
of an obligation of the Corporation to 
the United States for a loan on account 
of equipment; and to pledge $3,250,000 
of refunding and general mortgage 
bonds Series B as security in part for 
the performance of. obligations under 
the equipment trust. This contract is 
understood to provide means of pay- 
ment for about $14,000,000 of equipment 
already ordered. 


Boston & Maine.—Request of the 
company to holders of Connecticut 
River ilroad and Boston & Lowell 
bonds, which matured Jan. 1, to accept 
10-year gold mortgage bonds of the 
Boston & Maine bearing 7%, has met 
with a fairly good response from the 
holders of the Connecticut River issue 
and a less ready one from holders . of 
the Boston & Lowell bonds. 

Of the $290,000 Connecticut River 
3%% bonds outstanding, $185,000 have 
made the exchange, leaving $105,000 
still to be taken care of. But of the 
$319,000 Boston & Lowell 314% bonds 
only $34,000 have been exchanged, leav- 
ing $285,000 outstanding. 

Canadian Pacific—Company is rapid- 
ly completing the conversion of motive 
power on western lines from oil-burn- 
ing back to coal-burning, Steamers of 
the British Columbia Coast Steamship 
Service, plying from Vancouver to 


Alaska, Seattle and coastal ports are 
also being converted. 

The conversion was begun the first 
of December owing to the inability of 
Standard Oil of California and Union 
Oil to supply Canadian Pacific’s enor- 
mous requirements. 

As the work of conversion is being 
done in Canadian Pacific’s own shops, 
the cost of the changes is held to the 
minimum. Oil was used because of the 
many tunnels on western lines, for the 
comfort of passengers, and with the re- 
sumption of the use of coal the rail- 
road’s fuel bill should be reduced, as 
much coal may be obtained from the 
company’s own mines in British Co- 
lumbia. 

About 2,000 miles of the railroad are 
affected by the change, including the 
main line from Field, British Columbia, 
west to Vancouver and branch lines in 
the lower part of the province. 


Chesapeake & Ohio.—Company has 
been granted authority by the Interstate 
Commerce Commission to issue $2,- 
502,000 of the carrier’s first lien and 
improvement 20-year 5% mortgage 
bonds, Series A, and to pledge $2,- 
206,000 of this amount together with 
$1,553,000 of these bonds as part se- 
curity for a loan from the United States 
Government. 

Chicago & Eastern Illinois.—Sale of 
the property set for January 11 was 
again postponed until February 8. 

Chicago & Northwestern.—The II- 
linois Utilities Commission has author- 
ized the company to issue $10,000,000 
7% equipment trusts. 

Cleveland, Cincinnati, Chicago & St. 
Louis.—Interstate Commerce Commis- 
sion has given authority to issue 15 
promissory notes aggregating $3,944,- 

and two 10-year promissory notes 
totaling $4,673,000 and to issue $4,560,- 
000 6% refunding and improvement 
mortgage bonds maturing July 1, 1935, 
to pledge with the New York Central 
Railroad as security for promissory 
notes to be executed by the railroads. 
An additional $4,189,000 of refunding 
mortgage bonds also would be pledged 
with the New York Central to secure 
another note of $4,000,000. 

Denver & Rio Grande.—The commit- 
tee of which John Heury Hammond of 
Brown Bros. & Co. is chairman, that 
was formed in May, 1917, to protect 
the interests of holders of the first and 
refunding mortgage 5% bonds has is- 
sued a circular in which the statement 
is made that it is expected that as soon 
as the sale of the property is confirmed, 
a plan will be announced and the bond 
holders will be given ample opportunity 
to consider it. In the meantime the 
committee states that those who have 
not deposited their bonds with the 
Bankers Trust Co. may do so. The 
committee says that already it repre- 
sents a substantial amount of the out- 
standing issue. 

Pennsylvania.—At the annual meet- 
ing stockholders will be asked to au- 
thorize an increase in the indebtedness 
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of the company to be made when and 
as prescribed by the directors, The 
question of changing the date of the 
annual meeting of stockholders and the 
annual election of directors and the 
leases of the railroads, property and 
franchises of a number of companies 
now operated as parts of the system 
also will be submitted. 


Peoria & Pekin Union—Company 
has applied to the Interstate Commerce 
Commission for a loan of $1,861,000 for 
a period of five years from February 1, 
1921. The carrier states in its applica- 
tion that in case the loan is not granted 
it will be unable to take up at maturity 
on February 1, 1921, its first and second 
mortgage bonds to the amount of $1,- 
861,000, the holders of which refuse to 
extend them for five years from that 
date. This would so impair the credit 
of the company that it would make it 
difficult, if not impossible, for it to pur- 
chase material and supplies necessary 
for the operation of the road and would 
probably result in forcing the company 
into a receivership. 


Southern Pacific—Counsel for Cen- 
tral Union Trust Company have asked 
the judges of the U. S. District Court 
for the district of Utah, sitting in equity 
at St. Louis, for instructions concerning 
the disposition of certain shares of 
Southern Pacific stock remaining in its 
hands as trustee under the decree of 
June 30, 1913, which compelled the 
Union Pacific to dispose of its holdings 
of Southern Pacific stock. 

The trustee’s petition to the court 
recites that of the 883,576 shares of 
Southern Pacific stock received by it 
879,948 shares have been surrendered to 
subscribers under the provisions of the 
decree, that 3,599 shares are held for 
issue on surrender of outstanding cer- 
tificates of interest and compliance by 
the holders of the latter with the terms 
of the decree, 27 shares are represented 
by fully paid subscription receipts the 
holders of which have not complied 
with the decree and 2 shares are still 
represented by partial payment receipts 
although full payment has been made. 

The petition further recites the 
Southern Pacific’s plan for disposal of 
its oil properties and the creation of 
valuable rights thereunder. It states 
that the trust company has in hand 
accumulated dividends sufficient to take 
advantage of the oil company subscrip- 
tion offer if authorized to use them for 
that purpose; also that the trust com- 
pany believes that it will be able to sell 
the rights in the open market, and seeks 
the further order of the court. It be- 
lieves also that it will be to the best 
interests of the certificate holders to 
sell the remaining Southern Pacific 
shares and distribute the proceeds to 
them. 


Southern Railway—Application for 
authority to issue $5,900,000 develop- 
ment and general mortgage 4% bonds, 
Series “A,” and to pledge the securities 
with the Secretary of the Treasury as 
security for a government loan of $3,- 
825,000 has been approved by the Inter- 
state Commerce Commission. 


Toledo & Ohio Central—Company 
announces immediate reduction of 35% 
in locomotive repair forces and 45% in 
car repair forces. Total of 275 laid off 
on entire system. Shop employees of 
Minneapolis, St. Paul & Ste. Marie at 
Minneapolis have been placed on five- 
day week. Total of 1,250 men have 
been: laid off by Minneapolis & St. 
Louis Railroad since Sept. 1. 
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4 INDUSTRIALS 


Albert Pick & Co.—December Sales 
totalled $1,124,319, an increase of over 
14% compared with December, 1919. 
For the 11 months of the 1920 fiscal 
year the sales were $13,029,307, an in- 
crease of approximately 38% over the 
corresponding period of 1919. 

American Ice Co.—Annual report 
for the year ended October 31, 1920, 
shows net income, after charges and 
Federal taxes, of $1,758,605. This is 
equivalent, after deduction of preferred 
dividends, to about $11.45 a share on the 
$7,500,000 outstanding common stock, 
and compares with net earnings of $2,- 
024,231, or $15.03 a share in the preced- 
ing year. 

As the company’s earnings for the 
current year are expected to be main- 
tained at last year’s level at least, it is 
not unlikely that the directors will 
sooner or later increase the present 
annual dividend disbursement of $4 a 
share. 

American Locomotive Co.—New 
plant. The company is said to be plan- 
ning to build a large plant in St. Louis 
at an initial cost of between $5,000,000 
and $10,000,000, with an ultimate ex- 
penditure of $25,000,000. The company 
is said to have obtained an option on 
four desirable tracts, each of about 200 
acres, located within the limits of St. 
Louis. 


American Sugar Refining Co.—Con- 
tracts. It appears that the company 
does not stand to lose much through 
repudiation of contract after all. It is 
stated that not more than 10% of the 
company’s customers are now num- 
bered in the class of repudiators, this 
figure applying both numerically as to 
customers and from the standpoint of 
volume of sugar contracted for. In 
other words, some 90% of the com- 
pany’s contracts for sale of refined 
sugar at 22%4c have been honored either 
by payment in cash or by combined 
cash and trade acceptances. 

The company is gradually liquidating 
its stock of refined sugar, and its busi- 
ness is expected to be shortly on a 
normal basis. 

American Woolen Co.—Income ac- 
count for the 10 months ended October 
31, 1920, shows net profit, after charg- 
ing depreciation and reducing inven- 
tories to estimated market values, and 
applying reserves set up for that pur- 
pose at December 31, 1919, but before 
providing for Federal taxes for 1920, 
amounting to $6,094,190, from which 
preferred -dividends were deducted 
amounting to $2,333,333, leaving a bal- 
ance of $3,760,857. This is equivalent 
to $18.80 a share on the $20,000,000 com- 
mon stock outstanding. After deduc- 
tion of the common dividends, there 
was a surplus for the ten months of 
$2,360,857. Cash om hand, as of Octo- 
ber 31, last, amounted to $15,000,000, 
and profit and loss surplus, as of the 
same date, totalled $35,812,029. 

Austin, Nichols & Co.—Total Sales 
of the company for the last half of 
1920 were about 38% more than in the 
same period of 1919. In the first six 
months of the year the company earned 
$3.51 a share on the outstanding com- 
mon stock, after full allowance for the 
preferred dividend. It is expected that 
the full year will show over $7 a share 
earned on the common stock,.as com- 
pared with $6.70 a share in 1919. 

Bald ocomotive Works.—Pro- 
duction. The company turned out 1,- 














CANADIAN 
INVESTMENTS 


AN authority estimates 
that Canadian exports 
for 1920 exceeded all 


revious records by 
$40,000,000. 


These figures, coupled 
with the report that bank 
deposits in the Dominion 
are showing remarkable 
increases, should arouse 
enthusiasm among inves- 
tors interested in Canadian 
Securities. 

We have made a special 
study of Canadian Invest- 
ments and will be pleased 
to make recommendations 
of issues which we think 
are attractive. 


Inquiries are cordially in- 
vited 


BUODGETT 
HART & Conc 


118 Broadway, New York 


134 S. La Salle St. 68 Devonshire St. 


Chicago Boston 
974 Ellicott Sq 240 Genesee St. 
Buffalo Utica 

















Exempt from all 
Federal Income Taxes 


Palestine, Tex. 


(County Seat of Anderson County) 


5% Waterworks Bonds 


Due Aug. 1, 1959 
Optional Aug. 1, 1929 


Interest payable in 
New York City 


Population 15,000 
Net Debt about 34% 


Price 87.50 and interest 


yielding about 
6.12% 


Ask for Circular MW-2 


A-E Fitkin &-Co. 
Members NY Stock Exchange 
141 BROADWAY 
New York City 


BOSTON CHICAGO 
PITTSBURGH LOS ANGELES 





























eo: 


FOR THE 
CONVENIENCE 
of 


OUT OF TOWN 
INVESTORS 


We maintain a special mail 
department. 


This department keeps 
them in touch with the in- 
vestment situation and en- 
ables them to buy and sell 
securities in the New York 
Market no matter where 
they may live. 





Our Booklet 
Tells how this is done 





If this service would be of use 
to you let us send you a copy. 


GRAHAM & MILLER 


Members 
N. Y¥. Stock Exchange 

















motives in 1 inst 1,098 

in the preceding year, 3, in 1918, the 

record year; 2,737 in 1917, and 1,989 in 

1916. It is stated that last year’s out- 

put was about equally divided between 

those for foreign and for domestic ac- 
count. 

Bush Terminal Co.—Total Gross 
Earnings of the company and its sub- 
sidiary companies in the 12 months 
ended October 31, 1920, were $5,150,- 
889, and total net earnings, $2,499,478. 
After taxes there was a balance of $1,- 
823,817, and after et oa sinking fund, 
etc., a surplus of $776,93 

Central ange fone Co. — Annual 
Report for t ear ended July 31, 1920, 
shows net income after charges and 
taxes of $5,194,052, equal to $34.63 a 
share on the $3,000,000 capital stock of 
$20 par value. This compares with 
$723,672, or $24.12 a share earned in the 
preceding year on $3,000,000 capital 
stock of $100 par value. 

Cluetty Peabody & Co., Inc.—Plants 
reopened. The Troy (New York) fac- 
tories of the company have resumed op- 
erations, following a shutdown for 
three weeks. The plants are now op- 
erating on a 5-day a week schedule, 
closing Friday might until Monday 
morning. 

Cudahy Packing Co.—Annual report 
for the year ended October 30, 1920, 
shows net profits, after charges, of 
$624,288, equivalent, after deduction of 
preferred dividends, to 26c a share on 
the $17,249,500 common stock. This 
compares with profits of $2,064,994, or 
$8.51 a share earned in the previous 
year. 

Inventory on October 30, last, 
totalled $30,648,357, against $44,986,988 
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on the same date of 1919, and cash on 
hand amounted to $6,823,559, against 
$4,957,293. 

Farr Alpaca Co.—Capital increased. 
At a meeting held on January 3, the 
stockholders approved the plan of the 
directors to increase the company’s 
capital stock from $7,200,000 to $14,- 
400,000. It is stated that the total of 
corporate assets is more than $6,750,- 
000 above the amount of the capital 
stock and debts, and is invested in 
plants, working capital and other as- 
sets. Under the stock increase plan, 
every stockholder will receive a stock 
dividend of three shares for four shares 
held and a transferable right to sub- 
scribe at par for one new share for 
each old share held. 

Goodyear Tire & Rubber Co.—Divi- 
dend passed. The directors on Decem- 
ber 31 passed the quarterly dividend of 
134% on the preferred stock, due Janu- 
ary 1. In a letter sent to the preferred 
stockholders the directors stated that 
“until re-financing plans are completed 
and the présent impairment of the com- 
pany’s capital has been restored, the 
company would have no legal right to 
pay this dividend, even though it had 
a eee cighe go it c 

ton t Manufa o. 
—Stock dividend. In order maps 
its cash resources the company is pay- 

its January quarterly dividend of 
4 on the common stock with com- 
mon stock instead of cash. This is the 
first time a dividend on the common 
stock has been paid in stock and is on 
the basis of 1 share for each 60 shares 
held, the par value of the stock being 
$25 a share. 
H. H. Franklin Manufacturing Co.— 
Pa pies 
mon company 
sold 1,041 Franklin cars, the best De- 
cember record in its History. The best 









previous December record was made 
‘tn 1919, when 826 cars were sold. He 
states furthermore that there were 544 
finished cars on hand at the factory 
and available for sale on Sept. 1, last, 
but none on January 1, last. 

Aggressive selling efforts, he says, 
accounts for the fact that the company’ s 
business is steady and satisfactory in 
spite of the general depression in the 
automobile industry. 

International Paper Co.—Prosperous 
year. The year just closed was one of 
the best in the history of the company 
and estimates of its earnings run any- 
where from $25 to $40 a share on the 
198,039 shares of common stock out- 
standing, after taxes and depreciation. 
Earnings of $25 a share on the junior 
issue would mean approximately $5,- 
000,000 available for fixed charges and 
dividends, against $4,786,675 earned in 

9. 


In the four years to December 31, 
1919, the company earned the equiva- 
lent of $88 a share on the common 
stock,.out of which nothing was dis- 
bursed in dividends. 

Studebaker Corp’n.—Plant resumes. 
The corporation on January 10 resumed 
work on a scheduled production of 90 
automobiles a day. It is said to be the 
intention of the management to increase 
output gradually until it reaches 500 cars 
daily. 

Swift & Co.—Annual report for the 
year ended October 30, 1920, showed 
net profits, after taxes, of $5,170,382, 
which is equal to $3.44 a share on the out- 
standing $150,000,000 capital stock. This 
compares with net profits of $13,870,181, 
or $9.24 a share earned in the previous 
year. Inventory on October 30, last, 
amounted to $151,305,085, a decrease of 
$40,585,764, compared ‘with the same date 
of 1919, and cash on hand amounted to 
$14,146,101, against $22,915,431, 

ee hg ~ & Paper Corp’n.—Record 
year. —e =3~ just closed is said to 
have i best in the corporation’s 
history. Net earnings after charge-offs, 
but before Federal taxes, were approxi- 
mately $4,500,000, which would be equal 
to about $30 a share on the 150,000 shares 
of capital stock outstanding. After Fed- 
eral taxes, net earnings should be equal to 
at least $25 a share, as against approxi- 
mately $17 a share shown on the 100,000 
shares of- stock outstanding in 1919. 

United Cigar Stores Co. —Gross sales 
in 1920 were $80,040,000, an increase of 
approximately $16,000,000 over those of 
the preceding year. The company’s De- 
cember sales amounted to $1,300,000 more 
than they did in December, 1919. 

United Fruit Co—Financial Report 
covering the 11 months ended Novem- 
ber 30, 1920, shows a surplus, before 
income taxes, but after interest charges, 
of $45,314,084, which is equivalent to 
62 a share on the 500,000 shares outstand- 
ing on that date. As taxes for the year 
are officially estimated at $20,000,000, or 
$40 a share, the full year’s return should 
show at least $50 a share earned on the 
capital stock outstanding. 

United Retail Candy Stores—Current 
business. It is estimated that the com- 

y is —_ a business of between 
$4,000,000 ‘and. $5,000,000 a year in its 
win stores now in operation. This 
estimate is based upon normal sales, not 
upon figures for the e holiday trade. The 


. ge now has fourteen stores in New 


York, three in Philadelphia, and two in 

Newark, N. J. Three more will be open- 

“aS. Cast Iron, Pipe & Foundry Co. 
‘on, 

pr enh gg ie Ae a B 1920, after 

charges, expenses and taxes, are esti- 
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mated at about $800,000, or about $200,000 
in excess of 4 amount required for 

ment of the 5% dividends on the $12,000. 
000 outstanding preferred stock. 

For the three years Prior to 1919 earn- 
ings were in excess of 7% on the pre- 
ferred stock, and amounted to from 
$2.24 a share in 1919 to $4.03 in 1917, on 
the $12,000,000 common stock outstand- 


ing. 

%. S. Realty & Improvement Co.— 
Net income, before taxes, but after ex- 
penses and bond interest, for the 8 
months ended December 31, last, was $1,- 
703,205, equivalent to $10.53 a share on 
the $16,162,800 capital stock. This com- 
pares with net income of $470,269, or 
$2.91 a share, earned in the corresponding 
period of 1919. 

United States Steel Corp’n.—Unfilled 
orders. In its monthly tonnage state- 
ment the corporation reports 
orders on its books as of December 31, 
last, of 8,148,122 tons. This compares 
with 9,021,481 tons at the end of No- 
vember, a decrease of 873,359 tons, and 
with 8,265,366 tons on December 31, 1919. 

Interests close to the corporation state 
that last month’s decrease was due to a 
great extent to end-of-the-year adjust- 
ments which were made on the books. It 
is said that all so-called uncertain busi- 
ness was wiped out, so that there is a pos- 
sibility that some of the orders so can- 
celled will be revived on the books of the 
corporation during the early part of this 
year. The fact that the company still has 
unfilled orders in excess of 8,000,000 tons 
on its books insures active operations for 
a considerable time to come, even if no 
new orders were received. 

Vulcan Depinning Co.—Surplus 
earned. The company reports for the 
quarter ended September 30, 1920, a 
surplus after preferred dividends of $29,- 
689, which compares with a deficit of $26,- 
973 for the corresponding quarter of i919. 

The consolidated balance sheet as of the 
same date shows cash, $88,851; accounts 
receivable and advancés, $168,643; inven- 
tories, $622,109; accounts and notes pay- 
able and reserve for Federal taxes and 
other contingent liabilities, $432,393, and 
total assets and liabilities of $7,064, 

Willys-Overland Corp’n.—New sell- 
ing policy. Vice President Chrysler has 
advised all distributors and dealers of a 
temporary change in the company’s 
policy, by which during the first part of 
1921 the only production of either 
Overland or Willys-Knight cars will 
consist of those which have been actually 
ordered. “We have materially reduced 
our outstanding obligations,” said Mr. 
Chrysler, “and have followed the policy 
of liquidating finished products. Our 
stocks in the field are very low, and the 
total number of finished cars that we 
have at Toledo.is less than 2,200, Two 
weeks of good business throughout the 
country will completely absorb every fin- 
ished car,’ 

Wilson & Co.—Stock dividend. Pend- 
ing the return of more settled condi- 
tions in the commercial and financial 
world, the directors at their recent 
meeting decided to declare in place of the 
usual quarterly cash dividend of $1.25 per 
share, a stock dividend of 1% shares in 
common stock for each 100 shares of 
common. stock of the company outstand- 
ing, the dividend being payable on March 
1 to stockholders of record at the close 
of business January 27. 

Woolworth (F. W.) & Co.—Record 
sales. Sales for December totalled $21,- 
525,798, an increase of $2,143,613 over 
December, 1919. This was the bi 
month in the history. of the company. 
the full r 1920 sales totalled $1 910,- 
267, an imerease of $21,409,258 over 1919. 
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At the beginning of 1921 the company 
had 1,111 stores in operation, as coneee 


with ‘1,081 stores on January 1, 1920, a 
gain of 
Jones. Bros,’ Tea Co.— Dividend 


pa The directors have passed the 
quarterly dividend of 50c a share, due 
at this time, their action being prompt- 
ed by a desire to conserve cash assets 
and maintain a strong position during 
the present period of price readjust- 
ment. 

President H. L. Jones states that 
with the exception of sugar, no substan- 
tial losses have been incurred by the 
company and that all inventory losses 
have been absorbed in the earnings of 
the month in which they occurred. He 
states, furthermore, that retail sales are 
now being made at prices approxi- 
mately equalling those in 1914. Net 
sales for the year 1920 approximated 
$22,000,000. 

Kresge (S. S.) Company.—December 
sales totaled $7,823,575, an increase of 
$1,200,403 over December, 1919. Total 
sales in 1920 were $51,245,311, an in- 
crease of $8,577,250 over 1919. 

Mallinson (H. R.) & Co., Inc.—Net 
profits, as reported for the fiscal year 
ended October 30, 1920, after deducting 
Federal taxes, were 1.53 times the pre- 
ferred dividend requirements for the 
year. The balance sheet as of October 
30, last, shows total net assets equiva- 
lent to $181 per share on the preferred 
stock, and net current assets alone 
equal to $91.90 per.share on the pre- 
ferred stock. Current. assets were equal 
to almost twice the current liabilities. 
Cash amounted to $751,961, notes re- 
ceivable totaled $90,145, secured ac- 
counts receivable amounted to $137,125, 
and merchandise inventories and manu- 
facturing supplies at cost or market 
amounted to $3,434,501. Notes payable 
totaled $2,440,000 and trade accounts 
payable aggregated $361,763, the total 
profit and loss surplus being $1,937,955. 

Manhattan Shirt Co.—Annual Report 
for the year ended November 29, 1920, 
shows surplus after charges and Fed- 
eral taxes of $574,096. This is equiva- 
lent, after deduction of preferred divi- 
dends, to $2.31 a share ($25 par value) 
on the $5,000,000 common stock, and 
compares with $1,125,308.or $5.06 a 
share earned in the preceding year. 

Maxwell-Chalmers Motor Co. — Fi- 
nancial condition. In announcing that 
the plam of September 1, 1920, for the 
reorganization and combination of the 
Maxwell Motor Co. and the Chalmers 
Motor Corp’n had become operative, J. 
R. Harbeck, vice-chairman of the Re- 
organization Committee, says that “the 
new company is now placed in an ex- 
tremely fortunate position to face the 
conditions confronting the automobile 
industry. The net outstanding obliga- 
tions of the Maxwell and Chalmers 
companies have been reduced through 
liquidation by the sale of cars in deal- 
ers’ hands, resulting in a reduction of 
the companies’ obligations, arising from 
the discounting of dealers’ notes, paper, 
etc. Their merchandise and bank credi- 
tors are to be amply protected through 
substantial cash payments, and the 
funding of the balance of the obliga- 
tions upon a 1, 2 and 3-year serial note 
basis.” 

More than 87% of the outstanding 
shares of the two companies and sub- 
stantially all claims which are to be 
dealt with under the reorganization 
have been deposited under the plan 
which, by. averting forced liquidation 
and providing a substantial amount of 
new money, places the combined prop- 
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erties in a position of financial strength. 

Midvale Steel & Ordnance Co.—Divi- 
dend cut. The directors have declared 
a quarterly dividend of 50c a share on 
the capital stock, as compared with a 
dividend of $1 a share paid the last 
quarter. While no official statement 
was made as to the reason for the divi- 
dend cut, it is believed the directors 
deemed it advisable to conserve cash in 
view of existing conditions in the steel 
industry. 

Montgomery Ward & Co.—Financial 
condition. It is stated that the com- 
pany at the close of the year had re- 
duced its bills payable from a maximum 
of $16,000,000 to about $10,400,000. 
Cash on hand, January 1, amounted to 
about $3,400,000. Accounts payable 
were less than $2,800,000. 

The directors have decided to defer 
payment of the quarterly distribution 
of $1.75 on the Class A shares. 

National Biscuit Co—Net Earnings 
after taxes for the year ended Dec. 3ist, 
last, amounted to $5,543,120, equivalent, 
after preferred dividends, to $13.02 a 
share on the $29,236,000. common stock 
outstanding. This compares with net 
earnings of $5,349,863, or $12.36 a share, 
earned in the preceding year. 

Pacific Coast Co.—Gross earnings in 
November were $414,202, an increase of 
$242,376 over November, 1920, and net 
earnings, after expenses, were $27,743, 
which compares with a deficit of $61,404 
reported for the same month of 1919. 

For the five months ended with No- 
vember gross earnings were $2,483,834, 
an increase of $395,885 over the corre- 
sponding period of 1919, and net earn- 
ings after expenses were $258,625, an 
increase of $68,083. 

Republic Rubber Corp’n.—Plant re- 
sumes. The corporation plant re- 
sumed operation on January 10th; after 
having been closed down since Decem- 
ber 23d, for inventory and repairs. 
Pneumatic tire, tube and solid tire de- 
partments began with three 8-hour 
shifts on January 10th, while the me- 
chanical goods department resumed on 
January 17th. Orders which have been 
piling up since the plant shut down are 
expected to keep it in operation for. 
some time to come, if not indefinitely. 

Sears, Roebuck & Co.— December 
sales amounted to $19,177,458, as com- 
pared with $30,957,276 for December, 
1919. For the year 1920, sales totaled 
—" against $257,930,025 for 








MINING NOTES 








Anaconda Copper Mining Co.—De- 
cember Production was 10,500,000 Ibs. 
of copper; as compared with 11,100,000 
Ibs. in November; 11,000,000 Ibs. in 
October, 14,120,000 Ibs. in November, 
| and 15,000,000 Ibs. in October, 


Calumet & Arizona Mining Co.— 
Financial condition. The company is 
in an exceptionally easy cash position, 
and well able to finance its unsold 
metal. On January 1 it had in cash 
and copper approximately $8,000,000. 

Owing to the fact that the present 
price of the red metal is somewhat be- 
low the cost of production to the com- 
pany, which averages about 13%c a Ib., 
its output has been reduced to between 
35% and 40% of capacity. 

Greene Cananea Copper Co.—De- 
cember Production amounted to 3,700,- 
000 Ibs. of copper, 164,000 ounces of 
silver, and 990 ounces of gold. In No- 


vember the output of copper was 3,- 
500,000 Ibs., of silver 159,100 ounces, and 
of gold 900 ounces. In October the 
company turned out 3,500,000 Ibs. of 
copper, 156,200 ounces of silver, and 
895 ounces of gold. In December of 
1919 the company produced 3,600,000 
lbs. of copper, 124,100 ounces of silver, 
and 620 ounces of gold. 

December Production of copper was 
3,300,000 Ibs., which compares with 3,- 
236,000 Ibs. in November; 2,484,000 Ibs. 
in October; 3,038,000 Ibs. in September, 
and 3,650,000 Ibs. in August. In De- 
cember, 1919, the output of copper was 
4,502,000 Ibs. 

Inspiration Consolidated Copper Co. 


"—December Production amounted to 


about 5,000,000 Ibs. of copper. This 
compares with 5,350,000 Ibs. in Novem- 
ber, 7,000,000 Ibs. in October, 7,500,000 
Ibs. in September and 7,200,000 Ibs. in 
August. 

For the 12 months ended with Sep- 
tember the production totalled 82,- 
250,000 Ibs., which contrasts with 78,- 
500,000 Ibs. in 1919, and 98,525,000 Ibs. 
in 1918. 








PUBLIC UTILITIES 








American Light & Traction Co.— 
Dividend cut. The company has de- 
clared a quarterly dividend of 1% in 
cash and 1% in stock on the common 
stock. Previous quarterly payment was 
1% in cash and 134% in stock. 

The regular quarterly dividend of 
114%4% on the preferred was declared 
payable February Ist to stock of record 
January 14th. 

Cities Service Co.—Bankers’ Shares. 
The next monthly distribution on the 
outstanding Bankers’ Shares will be 
34c. a share, payable February Ist to 
holders of record January 15th. The 
distribution made on January Ist was 
39c. a share. 

Niagara, Lockport & Ontario Power 
Co.—Change ‘of control. It is said that 
the Albright interests have sold to a 
group of Buffalo and New York bank- 
ers a substantial block of the common 
stock, carrying control of the company. 
The purchase is understood to have 
been made for the account of the Gen- 
eral Electric Co., the Aluminum Co. of 
America and the Schoellkopf interests 
of Niagara Falls, the latter being con- 
nected with the Niagara Falls Power 


oO. 

Outstanding common stock of the 
company on December 3lst, last, 
amounted to $1,230,000, on which no 
dividends have been paid. 

Northern Ohio Electric Corp’n.—No- 
vember gross earnings of the corpora- 
tion and its subsidiaries were $852,221, 
an increase of $4,865 over the same 
month of 1919, and surplus after fixed 
charges was $5,075, a decrease of $99,- 
309. After payment of preferred divi- 
dends, there was a deficit of $24,924, 
which compares with a surplus of $74,- 
384 for November, 1919. 

For the 11 months ended with No- 
vember gross earnings were $10,161,183, 
an increase of $1,785,725 over the cor- 
responding. period of 1919, and balance 
after preferred dividends was 491,225, a 
decrease of 140,357. 

Pacific Gas & Electric Co.—Gross 
earnings for November and the i1 
months ended November 30th, last, 
show substantial increases over the cor- 
responding period of the previous year. 
November gross was $3,048,941, an in- 

(Continued on page 434)'~ 
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URING the first five months’ operations, The 
Richard D. Wyckoff Analytical Staff has examined 
the status of 457 different corporations whose securities 
are listed on the New York Stock Exchange. 


UT of the above we have selected 15 securities, repre- 

senting 13 industries, which were in a sufficiently 
favorable position to warrant their recommendation for 
our standard Plan Investment operations. 


E have temporarily discarded 227 different corpora- 
tions representing 12 different industries, and are 
making further investigations into the balance of the 457. 


HE reports issued to our Associate Members are the 
result of thorough investigation by experts. 


E present the facts and give definite conclusions and 
recommendations. 


UR services are available to a few additional investors 
with substantial means. 


Business Office: Forty-two Broadway 
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_. We own and offer for immediate delivery 


(subject to prior sale) 


CITY{OF COBLENZ'4% BONDS OF 1920 
.* Printed in English and German! 
Also large blocks ofthe following 4%issues 


Saarbruecken Berlin “ Greater Berlin 
Hamburg German Community Loan Munich 


We red: all 


Von Polenz & Co., Inc. 


60 Broadway, New York 
Berlin, Germany 


Boston 
Denver Chicago 





Write, today, for our Circular “M” 


Philadelphia 


Milwaukee 


Pittsburgh 
Cincinnati 
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We Advise the Purchase 
of 
Nowata Oil & Refining Company 
of Tulsa, Okla. 


12% Cumulative Preferred Stock 


Properties located in the proven fields of Oklah i ; 
Nowata, Osage, Tulsa, and Carter Counties. a a = 


Experienced, conservative management. Dividends of 48% paid in 
four years, at rate of 1% monthly. : 


90% of our production is coming from old, settled properties. 


No bonded indebtedness. 
Price—$100.00 Share 


Circular on request. 


Wilk & Company, Inc. 


Stocks and Bonds 
140 South Dearborn St. 
List Bonds Yielding Up to 814% 


Chicago, IH. 
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crease of $757,835 over November, 1919; 
net earnings were $672,031, an increase 
of $94,391, and surplus after charges was 
$229,947, an increase of $73,382. 

For the 11 months ended with No- 
vember, 1920, gross earnings were $31,- 
242,705, an increase of $7,776,257 over 
the corresponding period of 1919; net 
earnings were $8,395,973, an increase of 
$1,028,674, and surplus after charges 
was $3,521,822, an increase of $575,736. 


Philadelphia Co.—Gross earnings of 
the company and its subsidiary natural 
gas companies in November amounted 
to $1,347,409, an increase of $92,018 over 
November, 1919, and net earnings after 
taxes totaled $649,359, an increase of 
$241,918. 

For the first 11 months of the fiscal 
year gross earnings amounted to $13,- 
395,985, an increase of $2,500,827 over 
the corresponding period of 1919, and 
net earnings after taxes totaled $7,281,- 
849, an increase of $2,621,640. 


Philadelphia Rapid Transit Co. — 
Gross earnings in November were $3,- 
726,376, an increase of $670,423 over 
November, 1919; net earnings after 
taxes were $1,137,244, an increase of 
$146,430, and surplus after fixed charges 
was $372,926, an increase of $153,937. 

For the 11 months ended with No- 
vember gross earnings were $34,917,705, 
an increase of $2,700,768 over the cor- 
responding period of 1919; net after 
taxes was $9,322,972, a decrease of 
$799,784, and surplus after fixed charges 
was $858,306, a decrease of $824,442. 


Republic Railway & Light Co— 
Gross earnings in November were 
$743,762, against $577,313 for Novem- 
ber, 1919; net earnings were $164,003, a 
decrease of $14,681, and surplus, before 
depreciation, was $25,617, a decrease of 
$42,356. 

For the 12 months ended with No- 
vember gross earnings were $8,185,414, 
an increase of $2,052,501; net earnings 
were $1,786,705, an increase of $229,077, 
and surplus before depreciation was 
$503,662, an increase of $43,193. 


Virginia Railway & Power Co.— 
Gross earnings for November amounted 
to $989,079, an increase of $164,084 over 
November of 1919; total income was 
$259,756, a decrease of $65,540, and sur- 
plus after all charges was $69,596, a de- 
crease of $18,512. 

For the five months ended with No- 
vember gross earnings were $4,734,009, 
an increase of $804,507 over the corre- 
sponding period of 1919; total net in- 
come was $1,252,377, a decrease of $344,- 
925, and surplus after all charges was 
$285,623, a decrease of $151,762. 


Western Union Telegraph Co.—No- 
vember earnings. In a statement sub- 
mitted to the Interstate Commerce 
Commission the company shows total 
operating revenue for November of $9,- 
600,461, an increase of $848,588, but op- 
etating income shows a decline from 
$1,490,074, reported for November, 1919, 
to $1,116,082: 

For the 11 months ended with No- 
vember operating revenue totaled $110,- 
372,182, an increase of $17,284,417 over 
the corresponding period of 1919, while 
operating income was $15,657,913, a de- 
crease of $2,872,034. 
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OIL NOTES 


Barnsdall Corp’n.—Official estimate 
places the net ‘earnings of the corpora- 
tion for 1920 at $2,778,425, after taxes. 
This-is equal to. nearly , or 44.96 a 
hare, on the 560,000 shares (par $25) 
outstanding, and. more than twice the 
ictual dividend requirements for the 
year, 

If the present plan to take over the Big 
leart Froducing & Refining properties is 
onsummated, Barnsdall will have a re- 
nery at Big Heart, Oklahoma, with a 
laily capacity of 3,000 barrels. Settled 
roduction at present is running over 7,- 
000 barrels daily of which 5,200 barrels is 
obtained from the Mid-Continent field, 1,- 
400 barrels from the California properties, 
ind 400 barrels from the Pennsylvania 
ield. Including gas wells, whose total 
output this r is €xpected to approxi- 
mate five billion cubic feet, drilling opera- 
tions are being conducted in fourteen 
states. Properties include s and oil 
rights on 59,000 acres, with wells and 
500 miles of pipe line. 


Gilliland Oil Co—The company re- 
ports for the year ended October 31, 
1920, total earnings of $10,968,562; bal- 
ance after operating expenses, etc., $6,- 
29,404; and net profits after depreciation, 
depletion and Federal taxes, of $1,673,191. 
This is equivalent, after preferred divi- 
lends, to $3.76 a share on the 444,406 
hares of common stock outstanding, 

In his remarks to .the stockholders, 
President Gilliland states that during the 
scal year 5,641,109 barrels of oil were 
produced, of which the company’s net in- 
terest was 3,080,092 barrels. At the end 
1f December, 1920, the properties were 
producing 10,000 barrels daily, of which 
the company gets 6,500 to 7,000 barrels, a 
large part of which is sold at a premium. 


International Petroleum Co. Pros- 
pects—According to President Patrick 
M. Longan, the company’s prospects 
for 1921 are extremely goaod.. “Our 

rst sea-loading line will be hauled Janu- 
ary 5,” he said, “and by February 1 we 
will begin delivery of oil to ships through 
our first 10-inch pipe line. The second 
10-inch line should be completed by April 
1, and the two will give us a capacity for 
moving 90,000 barrels daily. A third pipe 
line will be started as soon as the second 
is completed. These lines tap the Zaca- 
mixtle, Amatlan and Toteco fields. We 
are carrying on an extensive drilling cam- 
paign, and expect to open up new fields. 
However, we are not yet done with Zaca- 
mixtle, Amatlan or Toteco, and expect a 
large quantity of oil from these fields. 
We plan some drilling south of the Tux- 
pam Bar early in the spring and may 
open up some other fields in the south and 
west.” 

Island Oil & Transport Corp’n.—De- 
cember shipments of crude oil from 
Mexico totaled 1,223,000 barrels, com- 
pared with 689,598 barrels for the same 
month of 1919, an imcrease of 77%. For 
the year 1920 shipments from Mexico 
totaled 12,687,734 barrels, against 6,262,- 
000 barrels in 1919, a gain of more than 


Marland Refining Co.—Consolidation 
of this company and the Kay County 
Gas Co. was declared Pot ad at a spe- 
cial foe of the directors of both com- 

on January 3. The directors 
cnaeiiiaia declared the plan for the ex- 
pee of stock operative and binding up- 
on the stockholders of both companies, 
who had deposited their shares. It is 
stated that over 92% of the stock of both 


for JANUARY 22, 1921 








companies had been deposited under the 
consolidation agreement. 


Middle States Oil Corp’n.—Stock of- 
fering. The corporation is offering to 
its shareholders 250,000 additional 
shares of stock at a net price of $11 per 
share, the new stock being offered in the 
proportion of ™% of a share for each 
share now held. It is stated that the pro- 
ceeds of the sale will be used in taking 
advantage of unusual favorable opportu- 
nities offered for the acquisition of proven 
oil properties as well as additional inter- 
ests in companies already partly owned by 
the corporation. 

The corporation has increased its own- 
ership in Texas Chief Oil Company, Do- 
tminion Oil Co., and Ranger Texas Oil 
Co., in the sum total par value of $2,701,- 
723, in addition to acquiring greater con- 
trol of subsidiaries who are not already 
completely owned by the Middle States 
Oil Corp’n. 


Producers & Refiners Corp’n.—Gross 
Income for the 3 months ended Octo- 
ber 31, last, was $1,924,271, and net in- 
come, $1,282,895. 

A program has been adopted for the 
continuance of development of the com- 
pany’s properties, including the complete 
development of 720 acres of leases in the 
Salt Creek field in Wyoming. 


Shell Transport & Trading Co.—Divi- 
dend. The Equitable Trust Co. of New 
York has been notified that the next 
dividend to be distributed on the “Ameri- 
can” shares of the company will amount 
to 72.2c per share, payment to be made on 
January 27 to stock of record January 18. 

Sinclair Consolidated Oil Corp’n.— 
New Mexican oil well. The corporation 
announces that it has brought in an- 
other Mexican oil well with an esti- 
mated flow of 80,000 barrels daily. The 
new well is located in the Amatlan field. 
It is stated that the company has al- 
ready contracted to sell 25,000 barrels 
daily of this well’s production to the 
Mexican subsidiary of the Standard Oil 
Co. of New Jersey. It is estimated that 
the corporation and its affiliated com- 
panies are producing and selling more 
than 135,000 barrels of Mexican crude oil 
daily, or at the annual rate of more than 
50,000,000 barrels. 

Superior Oil Corp’n.—Gross Income 
from operations in the three months 
ended ember 30, 1920, was $1,116,- 
493, and net profits, after charges and 
Federal taxes, were $580,887. Dividends 
paid amounted to $477,104, leaving a sur- 
plus for the period of $103,783 

Transcontinental Oil Co.—President 
F. B. Parriott announces that arrange- 
ments have been perfected for the or- 

anization of the Mid-Columbian Oil 

Development Co., with an authorized 
capitalization of 1,600,000 shares of non- 
par value stock, to take over from one of 
the Transcontinental Oil Co.’s subsidiaries 
upwards of 1,000,000 acres of land in 
Colombia, South American, on which de- 
velopment work is now under way. 

Transcontinental Oil, through its sub- 
sidiary, will own 1,200,000 shares of the 


new company; 200,000 shares will remain- 


in the treasury of the new company, and 
the remaining 200,000 shares will be of- 
fered for subscription to stockholders of 
the Transcontinental Oil Co. at $5 per 


President Parriott says that the com- 
wiih purpose is to proceed immediately 
the development bs _ rhe ety 
are located agdatena 
Seon to the Northeast and f Southeest of 
the holdings of the Lge A Oil Go., 
which is now controlled by the Interna- 
tional Petroleum Corp’n. 


With your copy 
of our regular 


Monthly Review 


which will be sent 
without Obligation, we 
will gladly enclose our 
Analysis of Canadian 
Stocks. 


This Analysis contains 
data essential to every- 
one holding or contem- 
plating investing in 
Canadian securities. 


Write for copy. 


GREENSHIELDS & CO. 


Members Montreal Stock Exchange 
Dealers in Canadien Bond Issues 


7 St. John Street, Montreal 
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CHANGE 
OUR METHODS 


Lawyers often change 
their methods while 
trying a case, to their 
client’s advantage. 
Doctors, when patients 
do not to one 
treatment, change the 
method. 
Generals change their 
methods of attack to 
secure victory. 
Perhaps a change of 
your method of invest- 
ing or trading will as- 
sure you of a greater 
success. Our booklet, 
Five Successful Methods 
of Trading in the Stock 
Market 


may offer a new idea 
towards changing your 
methods of trading or 
investing. 

Send for your copy 
now. 


EXSMITH 


-segeed sinha 


oo New York 


Telephone Rector 3884-5-6-7 
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Establish 
An 


Investment 


Library 


It is of inestimable value to be 
able to consult back numbers of 
The Magazine of Wall Street 
from an accessible binder. 


Each issue, as received, can be 
securely fastened in the binder, 
by a very simple arrangement, 
and will open like a book, with 
all inside margins fully visible. 


The Magazine of Wall Street 
binder is neat, attractive and 
‘durable. It is bound in black 
Morocco Fabrikoid and the name 
of the magazine stamped in gold 
letters. Your name printed on 
cover for 25c. additional. 


Price $4.00 Each 


KINDLY MAIL THIS COUPON TODAY 


The Magazine of Wall Street, 
42 Broadway, New York. 





“Gentlemen: Please send me The Maga- 
zine of Wall Street Binder, for which 
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and the certificates around 40. I believe 
either to be a good speculation around 
their current prices and in the present 
state of the market. Many bonds not so 
well secured by earnings are selling much 
higher. Those who wish an active market 
in which to take a profit should buy the 
free bonds, but those who want the secur- 
ity for a long pull might as well buy the 
certificates, which are very inactive, when 
they are selling not higher than two points 
below the free bonds.—vol. 27, p. 313. 





The New-Book Letter 


PROBLEMS OF TODAY—by Moor- 
field Storey. 


In this timely book, Mr. Storey brings 
his long experience with affairs and keen 
analytical mind to the study of such 
pressing topics as the “Use of Parties,” 
“Lawlessness, Racial Prejudices, the Labor 
Question, and Our Foreign Relations.” 
He writes always with penetration and a 
wealth of illustration, and from a point 
of view at once progressive and well bal- 
anced. Price $1.60, postpaid. 











EMPLOYMENT METHODS—by Na- 
than W. Shefferman, Consultant in 
Personnel and Employment Manage- 
ment. 


“Employment Management” discusses 
practical methods of selecting men, as- 
signing them to suitable jobs, and keep- 
ing in contact with their progress. It 
covers, with a complete set of forms, the 
office end of employment management, 
and gives examples of successful personnel 
work, Price $5.20, postpaid. 


PROBLEMS IN FOREIGN EX- 
CHANGE—by Martin J. Shugrue, 
Asst. Professor of Economics, Mass. 
Institute of Technology. 

A comprehensive grasp of the whole 
field of foreign-exchange transactions can 
be secured from this clear presentation of 
the subject. An introduction gives a con- 
cise survey of foreign exchange markets 
and methods. Typical forms used in for- 
eign exchange transactions are given in 
appendices, and there are illustrations of 
the tables in use for the simplication of 
foreign exchange calculations, 

Price, $2.10, postpaid. 


RETAIL ORGANIZATION AND 
ACCOUNTING CONTROL — by 
Philip I. Carthage. 

Shows the best way to secure thorough 
organization and control of the retail store. 
The methods here given are applicable to 
any rétailing establishment, the small store 
or the largest of department stores. All 
theory has been cut out and in clear terms 
is given a detailed description of exactly 
how a business should be run. It is com- 
plete, practical, and. up-to-date. 

Price, $3.15, postpaid 





You Will Get Practical 


Knowledge From Each 
Of These Books--- 


Men who have spent years in the prac 

tice of fi and 5 
us the benefit of their broad experience in 
the various books listed below. 


YOU can save ye considerable 
money by profiting heir experience. 
A yy oe ee Ba of basic principles 


is necessary to enable you to select sound 
investments wisely. 


These books meet the demand for prac- 
tical, sound common sense literature on 
these subjects, 





How to Select Investments. By Five 
Authors. A symposium of the best ideas 
of five men who have made a life study 
of sound investing. Price, $1.31 


ncial Sta’ Made By E. A. 
Saliers. A solid foundation for analysis. 
Price, $1.31 


Fourteen Methods nt Cpeen 
Stock Market. rules £m. 


used by most pn traders and 
investors. Price, $1.31 


Investing for Profit. By G. C. Selden. A 
sound, practical, common sense 1- 
edge of. the fundaments involved. 

Price, $1.31 


Practical Points on Stock Trading By 
Scribner Browne. Stock cope for ‘profit. 
Price, $2.10 


What Every Investor Ought to Know. 
By Robert L. Smitley. m every form 
of investment. Price, $1.31 


Trading in Wheat. By Arthur Prill. Suc- 
cess depends upon your knowledge. 
Price, $1.31 


You and Your Broker. Your duties and 
rights as customer. His obligations to 
you as agent. Enlarged edition. 

Price, $3.15 

How to Read the Financial Page. By 
Scribner Browne. Correct interpretation 
of the financial page. Price, $1.31 


Tidal Swings of the Stock Market. By 
Scribner Browne. Analyzing the Rise 
and Fall of the stock market. Price, $1.31 


Bond Yields at a Glance. By G. C. Sel- 
den. Seven simple diagrams which show 
bond yields. Price, $1.04 


Popeistesy of the Stock Market. By G. 
. Selden. A study of the science of the 
Price, $1.31 


A. B. C. of Bond Buying. By G. C. Selden. 
How to buy bonds. Price, $2.10 


Studies in Tape Reading. Why the ticker 
tape is a better guide than the news or 
fundamentals. Leather-bound. Price, $3.10 


Independence at Fifty. By Vic- 
tor de Villiers. Correct plans for ac =~ 
ing financial independence. Cloth, $2.10. 


market and its operations. 


Any one of these books contains one or 
more facts, ideas or plans worth many 
dollars to an investor. Cut out this column 
advertisement and put an “X” mark oppo- 
site the books you want. Fill out ‘coupon 
below and mail to us with your remittance. 


ORDER FORM 


THE MAGAZINE OF WALL STREET 
42 Broadway, New York 


Please send me at 
books I have “checked —_ 














THE MANUAL OF STATISTICS, 
also known as STOCK EXCHANGE 
HAND-BOOK OF 1920 (new edi- 
tion, completely re-written under di- 
rection of Robert LeC. Hovey. 


Contains descriptions of leading cor- 
porations, including essential data re- 
lating to their securities; also informa- 
tion and statistics on railroads, metal 
industries, coal, iron and steel, cotton, 
grain and provisions; as well as statis- 
tics of the money market and banks and 
trust companies. Price, $12.35, postpaid. 


PERSONAL SELLING—by Wesley 
A. Stanger, Sales Manager Thomas 
A. Edison, “Ediphone,” New York 
City; formerly staff writer “System” 

“Chicago Tribune.” 


This subject is very ably discussed under 
such headings as “Personality of the Sales- 
man,” “Prospects,” Solicitation,” ‘“Meet- 
ing Competition, Price, Service, Closing 
the Deal,” etc. Price $6.20, postpaid. 


FUNDAMENTALS OF PROSPER- 
ITY—by Roger W. Babson, Presi- 
dent, Babson Statistical Organization. 
This is, doubtless, the first serious effort 

by a recognized business expert to show 

the inseparableness of spiritual and com- 
mercial life. Price $1.10, postpaid. 


—_— 


MARINE INSURANCE—By Solomon 
S. Huebner, Prof. of Insurance and 
Commerce, Univ. of Pennsylvania. 
The purpose of the book is to bring 


together in compact form the principles 
and practices upon which the marine 
insurance is based. It is clearly and 
simply written by a man who has had 
many years of familiarity with the field 
and whose recent service as special ex- 
pert in a Congressional investigation 
of marine insurance stamps him as a 
leading authority on the subject. The 
various chapters deal with the nature 
and functions of marine insurance, 
types of underwriters, types of policies, 
analysis of the policy contract, etc. 
Price $3.20, postpaid. 


FINANCE—(Fourth Edition). By Carl 
C, Plehn, Ph.D., LL.D., Flood Prof. 
of Finance in the University of Cali- 
fornia. 

The book has been extensively re- 
vised throughout. The new taxes tried 
and proposed, especially the land value 
taxes, the excess profits taxes, and the 
capital tax, have been discussed. Re- 
cent reforms accomplished and pro- 
posed have been considered. Facts and 
figures have been brought down to 
date. Price $3.10, pospaid. 


COMMODITIES OF COMMERCE— 
by J. A. Slater, B. A.. LL. B. (An 
English publication). 

A systematic study of the principal com- 
modities which enter into the world’s com- 
merce. This work is based on the author’s 
“Dictionary of the World’s Commercial 
Products.” 

Price, $2.60, postpaid. 
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COMMON SENSE IN INVESTING 
MONEY 


This booklet has been com- 
piled to help everyone who 
wishes to invest money safely. It 
will appeal strongly to all who 
are practising thrift, who are 
spending less than they make 
and who, from month to month, 
and year to year, are building 
up a surplus to safeguard the 
future. (128) 


DENMARK AS A FIELD FOR 
AMERICAN INVESTORS 


This booklet is issued by a 
high class investment house and 
tells in clear, concise, non-tech- 
nical language the benefit of 
investing in the securities of 
this country. (114 


THE OPINION OF AN EXPERT 


The opportunity to purchase 
investment securities yielding 
high returns is rapidly passing. 
A New York Stock Exchange 
firm has prepared a circular list- 
ing securities which, in their 
opinion, should be bought by 
the wide-awake investor. (126) 


THE PREFERRED STOCK 


A handsome book discussing, 
in an elementary way, the pre- 
ferred stock. (74) 


OPPORTUNITIES IN LIBERTY 
BONDS AND VICTORY NOTES 


One of the most comprehen- 
sive and easily read circulars 
that has ever been issued on 
Liberty, Bonds. . (86) 


STANDARD OIL ISSUES 


A complete list and descrip- 
tion of Standard Oil stocks, in- 
cluding a weekly summary. (72) 


AN INVESTOR’S CATECHISM 


A little book answering some 
all-important questions for the 
investor. (49) 


| SECURITIES SUGGESTIONS 


This. booklet, issued semi- 
monthly, contains useful infor- 
mation on the market, together 
with specific investment sugges- 
tions. 





MONTHLY RAILROAD BULLETIN 


Gives monthly gross and net 
earnings of all the railroads, 
tabulated in simple, concise 
form. It gives ae informa- 
tion and statistics of importance 
to investors. (53) 


INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 


A beautifully ere book, 
discussing stocks of companies 
whose profits are based on na- 
tion-wide demand. (120) 


A SEMI-MONTHLY INVESTMENT 
REVIEW 


“The briefest review of its 
scope” aptly describes this very 
interesting review edited by a 
very able statistician. (78) 


THE SECOND YEAR OF RECON. 
STRUCTION BEGINNINGS OF DE- 
FLATION—1920 


‘An interesting booklet dealing 
with outstanding events of the 
past year in their relation to 
American finance, and contain- 
ing an exhaustive analysis of the 
governing factors in the markets 
for money, securities, foreign 
exchange and merchandise. The 
text is replete with informative 
facts and figures and is accom- . 
panied by many instructive 
charts. 


BASIC PRINCIPLES OF BOND IN- 
VESTMENT 


The first of a series of folders 
presenting elementary instruc- 
cay for investment in bonds. 
( 


INVESTING BY MAIL 


A booklet issued by a member 
of the New York Stock Ex- 
change, showing how this meth- 
od can be used profitably and 
with absolute confidence. (121) 


THE INVESTMENT DIGEST 


A booklet regarding the gen- 
eral advantages in the present 
situation, together with specific 
investment suggestions. (62) 
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Investment and Business Service 
Meets With Instant Approval 





Our new Investment and Business Service which has 
been started as a result of hundreds of requests from our 
friends and subscribers furnishes a comprehensive service 
so compact as to give in a few minutes’ reading the im- 
portant conclusions so necessary in the conduct of suc- 
cessful investment and business. The new method of 
presenting advices on the trend and position of the 
stock market makes it the most desirable and valuable 
form that has ever been used in connection with the 
publication of any service. 





READ WHAT ONE SUBSCRIBER WRITES: 
Pittsburgh, Pa. 
Mr. Richard D. Wyckoff, 
42 Broadway 
x. Y¥..C. 


Dear Mr. Wyckoff: 

The improvement in The Investment Letter as re- 
ceived today is remarkable and it looks like the “goods.” 

I feel that the present form represents a real achieve- 
ment and portends a valuable service in the future. 

Yours for success, 
(signed) D. H. M. 

This is only one of many letters of congratulation 
that we have received upon the value of our new 
service. 











What this Service Contains for the Investor 


TREND OF SECURITY VALUES—Presents the conclu-' 


sion of our analysis of the various factors that regulate the 
fluctuation of security values. Realizing that after deter- 
mining intrinsic value, the trend is the most essential single 
factor to be considered, we have made it the most im- 
portant and carefully prepared feature of our service. 


BONDS—Presents trend of bond prices offering oppor- 
tunities for the investor for income to also profit by price 
appreciation. 


STOCKS—Recommendations of bonds are divided into 
two classifications, one for the man who .wants to invest 
for income, and one for the investor for profit. By listing 
the securities and telling the basis of our recommendations 
an investor knows what to buy and why. 


GRAPHS—A graphic representation of the facts enables 
the reader to determine the trend of the market at a glance. 


INVESTMENTS FOR INCOME.—Definite advice recom- 
mending the particular securities which may be purchased 
for income with good possibilities for advance. 


INVESTMENTS FOR PROFIT.—Specific recommenda- 
tions of securities that offer large opportunities for an ad- 
vance in price. This is not a speculative department, 
neither is it purely investment. It is Specvestment. Many 
times the cost of the service may be earned by a single 
recommendation in this department. 


NOTES ON PREVIOUS RECOMMENDATIONS.—We © 


run this department so that subscribers may be kept in- 
formed of the changing situation in regard to our pre- 
vious recommendations. You can see by this that our re- 
sponsibility does not end with the recommendation, in fact 
we record and keep you informed while the security is be- 
ing held. Further and most important, we tell you the 
time to sell. 


How this Service Helps the Business Man 
BUSINESS OUTLOOK—The conclusions of our analysis 


of business conditions as they exist in all industries. Suc- 
cess in your business depends upon your judgment of the 
present and future outlook of general business owing to the 
inter-relation of one industry to another. This informa- 
tion will guide you in the future policy of your own 
business. 


TRADE TENDENCIES—Supplementing the general busi- 
ness outlook, this department indicates the present and 
future trend in individual industries such as steels, motors, 
rails, coppers, oils and equipments. Suggestions worth 
thousands of dollars to you may be found in this 
department. 


FOREIGN TRADE—A carefully compiled digest of busi- 
ness and financial conditions throughout the world. The 
direct bearing ‘of foreign trade on the prosperity of the 
business of this country requires that you be thoroughly 
familiar with the ever changing financial and business con- 
ditions throughout the world. 


MONEY, CREDIT AND BANKING—Keeps you posted 
on the very latest developments, money rates, credit con- 
ditions and general banking situation. As a business man 
you must know these vital factors. 


COMMODITY PRICES—tThe recent deflation in com- 
modity prices necessitating severe losses perhaps best illus- 
trates the necessity for knowing the trend of the raw 
materials. 


GRAPHS.—Charts showing at a glance the balance of 
foreign trade, money, commodity prices and raw materials 
enable the reader to appreciate the existing conditions. 
Thus the man who runs may read. 





The common sense value of this service must 
appeal to you as a business man and investor. 
To get the benefit of our work, send your sub- 
scription in at once. 

Subscription Price $100.00 Per Year, $30.00 for 

Three Months 


&MAGAZINE 
oWALL STREET 


42 Broadway, New York City 





Use This Coupon 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York. 


Gentlemen: Enclosed find my check for ty fer your New 


Investment and Business Service to be sent me omce @ week fer 


Ym «og beginning with the next issae. 











I have prepared a little chart covering 
the fluctuations in this stock frem Ooc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $731 to 
$4,720 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fluctuations either way with your cost 
and risk at all times limited toe the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 





INDEX TO ADVERTISERS 














PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 


happenings. 
The risk is limited to the cost 
of the Put or Call. 


Explanatory booktet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








for JANUARY 22 1921" 
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Backer, 


Brandon, 

Butler, G. 

Canadian Pacific R. R 
Chisholm & Chapman................ 
Cities Service...... 
Doherty & Co 

Estes & Co..... 
EquitaMe Trust Co 
Finan. Pub. 

Fitkin & Co.. 

Forman & Co 
Geodbody & Co...:... 
Graham, Sanson & Co... 
Graham & Miller.... 
Greenshields & Co 
Guaranty Trust Co..... 
Halsey, Stuart & Co 
Hamlin & Co 

Hart & Co., Blodgett 
Herrick & Bennett. . 
Herald & Examiner... .- 
Herbst, W. H 

Hodson & Co 
Hornblower & Weeks............. 
Huth & Co.. 

Josephthal & Co 

Jones, Wm. ... 
Knoeppel & Co.. 
Lawyers Mortgage Co 
Leach & Co 

Lee, Gustin & Co 
Lecpold & Co..... 
Maxwell Motors . 
Mayer & Co 

Magarel & Co... 
Midvale Steel Co 
McClelland & Co.... 
McFaddin & Co 
Newburger, Henderson & Loeb 
Noble & Corwin 
Pforzheimer & Co 
Realty Associates Inv. Corp 
Richardson, Hill & Co 
Royal Securities Corp 
Rutter & Co 

Sexsmith & Co 

Smith & Co 

Souders & Co 

Straus & Co., S. W 
Tobey &- Kirk 

Trask & Co., Spencer 
Von Polenz & Co 
Wilson & Chardon 
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$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in Established 


Financia! Institution 


—Enjoying unusual! confidence. 


—Well protected by stringent State 
Banking Laws. 


—Lending money on good security on 
the safest basis known to bankers— 
widely distributed small loans. 


—Under strong management, with an 
enviable 7 years’ y ceand of proved 
dependability. 


—An ity to share in at least 
one-third of the substantial profits. 


—Vielding a total of 11% te the bond 
— now and for several years 
and growing steadily with the 

ooh expansion of its loan service in 
many States. 

A combination of every one of the 
elements of security demanded by 
the gn gy ay 
rying it a large 
profits. 


Over a Quarter Century of experience 
im finance and business management is 
behind our recommendation of this in- 
vestment. 


Send for Circular B giving full details. 


Clarence Hodson & (. 


ABLISHED 18 
se CPECLALIZE IN SOUND SECURITIES 
VIELDING ABOVE THE AVERAGE 


26 Cortlandt St., N. Y. C. 


Branches in Many Principal Cities 


imvestor, car- 
share of the 

















WE SPECIALIZE IN 


Detroit Motor 
Stocks 
Gladys Belle Oil 
Invader Oil of 
Oklahoma 
Noble Oil & Gas 


W.A. HAMLIN & CO. 


DETROIT STOCK EXCHANGE 
Penobscot Bldg. Detroit 
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help you. 


f sixty-five are dependent on 
be willing to support you in your old age. 


Not a pleasant prospect, 
You can, if you will, be one 


is it? 


The Element of Age in Business 


INCOME-vs-RELATIVES 


Who is going to take care of you 
when you are too old to work? 


THE Graph below, prepared from actual statistics, shows that eighty-five per cent of the men at the age 
o relatives or charity. Check over your list of relatives and see who will 


of the fifteen per cent, who are financially independent at 50. We will 





This is the 


when the son thinks he 
knows more than his 

father. This space rep- 
resents the son's egotism. 


Age of wild oats. 


eed coding 


20 to lose. : 


This 


30 


The boy is 
now chang- 
ing his mind 
and con- 
cludes’ he 
doesn’t know 
as as 
he imagined. 
He now con- 
siders his 
father a 
man of fair 
intelligence. 


Exher success pe Melee x | imagen 
days of grace are allowed. 


NOW OR 


Danger : 


35 


The son re- 
alizes that 
life is a real- 
ity and he is 
not as smart 
i ™ 
thought 
father was a 
man of excel- 


lent judgment } and k 


40 ; mot high rates of interest. 


: This is the age of caution 
:as man must not specu- 
: late, for he has all to lose 
and nothing to gain. 

‘He looks for security, 


‘At 65, 85% of the men 
Line still living are dependent 
i ‘on ¢ relatives or 
50 
At 45, 
65% re sll 
are self supporti 
15 % are dependent whelly After 
or in part; only 4% have] 50, not one 


accumulated anything— | in |00can recover 
ept it. his financial footing. 




















Copyrighted. 


Start the New Year Right 


THE MAGAZINE OF WALL STREET is the originator of the movement for finan- 
cial independence. Realizing that financial independence is hot how much you earn but how 
much you accumulate, we have instituted a special department in our Magazine to show 
you how to accumulate. 

This department gives not only the fundamental 


principles of investment, but also tells of the pitfalls 
that stand in the way of the beginner. In each 


That the value of this series is gencrally recog- 
nized and is being read with keen interest is shown 
by the many subscriptions we have received from 


vices on— 

(2) Elementary Financial 
the Installment Plan. 
Other Problems. 

Our New Book, 


MAGAZINE OF WALL 


Principles. 


(4) The Right Kind of Insurance. 
(5) Financing and Building a Home, 


“Fi soi ff 


issue this department gives definitely helpful ad- 
(1) Editorial on Speetiteetions for Success. 

(3) Investments for the Young Men—Saving on 
and Many 


d d at 50,” Offered Free with Each Subscription 





La 


Our new book, by Victor De Villiers, is reprinted 
from a series of amg etsy appeared in THE 


EET. It takes up each 


successive step in the accumulation and investment 
of surplus funds and will be found particularly help- 


ful reading in connection with the new series of 


Special Offer 


Send $7.50 for the next 26 issues of the magazine and our new book, “Financial Independence at 

Fifty.” A single idea may make or save hundreds of dollars. 

aueeeneeeem MAIL THIS COUPON TODAY «<<<#eee2r; 

THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 


I enclose $7.50 for one year’s Subscription to The Magazine of 
Wall Street and your new book, “Financial Independence at Fifty.” 


colleges for classes in economics and practical 
finance. 


It proves equally helpful to the experienced and 
inexperienced investor because of the timely and 
definite character of its treatment and the mass of 
information not usually found in books. 


It shows the practical everyday working out of 
many of the theories in 





‘articles on “Building Your Future Income,” now 
tunning in the magazine. By special arrangement 
with e¢ Book Department of THE —— 
OF WALL STREET, we can offer a special 
bination of the book and THE MAGAZINE» “OF 
WALL STREET. 


BOTH 


Magazine of Wall Street, 1 year. ..$7.50 
Financial Independence at Fifty; 
new, cloth bound, 225 pages.. 2.10 


for $7. 50 
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